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Sir— I take the liberty to inscribe this work to you, for 
three reasons. First, beeauBC you were an active and atten- 
tive member of the commitl^e before whom the evidence on 
baiika of issue was given. Second, because you have been 
a, member of similar committees of inquiry into the banking 

Sstcm, and engaged in adjusting the eircnlating medium of 
e country in former years. And third, but chirfy, because, 
aa the head of the present government, you have declared— 
that no farther inquiry into the subject of bankinj^ and cur- 
rency will be instituted — that these are matters with which 
the executive govemmenl, rather than a committee, ought 
to deal — and, that as soon as possible they shall be consi- 
dered, and the determination of her Majesty's govemmenl 
made known. 

In writing the following summary of the evidence given 
before the committee of last session, and in the observations 
t have thought proper to make thereon, I have been actuated 
only by one motive — a desire to place in their true and 
proper light the sentiments of the country bankers, those 
" self-styTed practical men " whose evidence eihibita a 
striking contrast to that of the philosophers delivered in 
the session of 1840. The principlts explained by the one 
are clear, simple, and practical; the theories endeavoured 
to be inculcated by the other are abstract, confused, and 
visionary. 

The result of the inquiir regarding banks of issue during 
the two last sessions estahhshes, I think, the fact, that the 
issues of the country banks cannot possibly be placed under 
any regulation by which they would be administered with 
greater advantage to the country, and to the interests of 
trade than they are at present, and that any legislative 
enactment, with a view to introduce only one bank of issue, 



would be alike mjurious to cammerce, and detrimental to 
the existing banks. 

It is also distinctly proved in the evidence, that the 
country banks have nothing to do with the foreign ex- 
changes. Some bankers look to them as a beacon, but 
none of them regard them as a guide. 

Another important circumstance, which is clearly made 
out, is, that the issue of notes by the country banks neither 
increases nor diminishes the currency of the country, and, 
that if the country notes were abolished to-morrow, their 
place must be supplied with some other circulating medium. 

If I am correct in assuming that these facts are estab- 
lished by the evidence given before the committee last ses- 
sion, it must follow that any legislative enactment on the 
subject of the currency must be directed solely Bgainst 
theories and principles with which the country banks have 

Since the passing of the act of ^ Geo. IV., c. 46, permit- 
ting the formation of Joint-Stock Banks, those establish- 
ments have rapidly increased in number and importance, 
and the amount of paid-up capital embarked in the Eng- 
lish Joint-Stock Banks has been estimated at 17,0OO,OO«i. 
From their large paid-up capitals, and improved system of 
business, they have afforded greater facILdes to trade, and 
for opening out the resources and enterprise of the country 
than could be done by the previously existing private 
banks; and there can be no question whatever tnat since 
the introduction of tlie Joint-Stock Banks the commerce 
and industry of this country have made much greater ad- 
vancement than was ever done in any equal number of 
years previous. 

In accounting for the distress which has existed, and still 
exists, in the manufacturing districts, you have in your 
speeches in the country and in Forliainent enumerated, 
among other causes, the undue stimulus given to manufac- 
tures by the accommodation system pursued bv the Joint- 
Stock Banks — " by capital of a fictitious nature. ' 

Presuming that the evidence given in the following pages 
is sufBciently conclusive of the fact that the banks cannot 
make advances so as tn increase the currency by the issue of 
their own notes, you will, perhaps, conceae that any ad- 
vances made by them to the manufacturing or trading in- 



tereels must be b^ means of capital alone. The phraae, 
"capital of a fiotitious nature," I must candidly confess, is 
one that I am unable to comprehend. I shall not attempt 
to concca.1 my own conviction that some of the Joint-!jtack 
Banks have made imprudent advances to their customerB, 
but I am equally nell satisfied that some of the private 
banks have been quite as imprudent. Admitting, then, that 
imprudent advances have been made by two or three estab- 
lishments, this circumstance can afford no solid ground of 
complaint against the entire body, any more than the moral 
delinquency of two or three individuals can iiirnish a reason 
for branding with infamy all the inhabitants of the country. 
Experience has shown that foolish and imprudent acts can. 
be performed by public companies aa well as by private in- 
dividuals. 

In reference to the Joint-Stock Banks, permit me to ob- 
usne that they arc not bubble projects, working mischief to 
trade, and disturbing and deranging the proper circulation 
of the country, aa has been most absurdly and falsely 
declared by their enemies. They are institutions founded 
Upon solid and substantial wealth, ministering to uid 
upholding the best interests of the kingdom. They are 
associations not only of people of property, but thcv are 
associations for the purposes of acquiring property, of hold- 
ing property, and of distributing or circulating property. 
This property is not rag-money, it is not credit, but tangible 
and convertible wealth. They are, therefore, associations 
that have a positive commercial and politicBl stake in the 
welfare and stability of the country. In all political com- 
motions, they must go with the property class. Their own 
interests will compel them to support the rights of property, 
and to assert and maintain the supremacy of the taws, the 
integrity of the national faith, and to combine and assist in 
the protection of property, and the suppression of popular 
disturbance. 

I may be permitted to add, farther, that the Joint-Stock 
Banks are iudependent establishments. Thoy are indepen- 
dent of the government, independent of each other, and 
independent ol any other description of banks. Their in- 
dependence is, in the first instance, founded upon their capi- 
■ ' in, and in reserve, which is still farther guaranteed 
i.-!j...i «»u»..nji:h. ..* . I...U numbei of shar*- 



holders. They are independent of the government, inas- 
much as thev are not the creatures of the governmenti they 
were not called into existence by the government; they do 
not pander to the necessities of the state ; the government 
holds none of their slflck; and bestows upon them none of 
its patronage. They are independent of each other, inas- 
much oi each estabmhment forms its own business in iti 
own district, is supported byita own profits, and stands upon 
its ovm resources. They are independent of any other de- 
scription of hanks, inasmuch as they are formed, founded, 
and conducted ujHin diiferent principles, and stand upon a. 
stronger basis than those which are known as the private 
banks in England. 

Having stated thus much on behalf of the Joint-Stock 
Banks, 1 shall advert very briefly to the internal causes which 
you have assigned for tlie prevailing distress of the country. 
Your views in this respect are, in my humble judgment, 
much too circumspribed. The Joint-Stock Banks are charged 
with having made imprudent advances, end the manutao- 
turers with having produced too many goods, the last evil 
being the conscouence of the first. Now, I respectfully 
submit that the distress lias not been confined to the manu- 
facturing districts, but has been very general among all the 
trading and industrial classes throughout the kmgdom. 
Where there is a dense population dependent upon their 
daily labour, there will be a much louder clamour for bread 
when 3 cessation or intermission of that labour takes place, 
than will be the case in less populous districts, although the 
privation and suffering may be equally severe. Thus the 
outcry from want is louder, because made by a great number 
of voices, in the manufacturing than in tlie other ti&din{( 
districts of the country. 

Instead of confining my view of imprudent advances to 
the Joint-Stock Banks, I find no difficulty in satisfying my 
mind that the charge of making imprudent advances can much 
more correctly, and with stricter justice, be brought against 
individuals and companies, private end public, engaged in 
trade, exclusive of that of hanking. As regards the banker, if 
an individual has money lodged in his hand, and chooseit 
to draw that money out, the banker has no right to ask why 
tho money is withdrawn, nor to what purpose it will be ap- 
plied. It is bia duty to pay what he owes. If a customar 
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comet to hun to borrow, he may then with piopriety inquire 
the purpose to which the monty is to be applied, and it 
^B entirely optional with him whether he lend or not. If 
he does make an advance (and it can only he an ad- 
vance of capital) without taking sufficient security, and pro- 
tecting himself from the prohahiljty of ultimate loss, and in 
the end cannotrecoyer his money, then he may be chargeable 
with having made an imprudent advance. But so many 
circumstances enter into the consideration of what may or 
may not he an imprudent advance, that the charge of 
imprudence can only be substantiated upon general grounds, 
involving cases of gross negligence. An individual having 
money of hla own, which be embarks in some speculation, 
by wlueh he is involved in loss, may, perhaps, be said to 
have made an imprudent advance, although he may have 
had, from circumstances unknown to the puolic, good reason 
for supposing that hie capital was invested icith a fair pros- 
pect of advantage. The man who borrows money with a 
view to realising a profit by investing it in speculation will 
probably be said to have made an imprudent advance should 
the speculation turn out unsuccesrful. If the investment 
proves advantageous, there will then be no complaint of an 
imprudent advance. The aame mode of reasoning will, it 
is appreliended, apply with equal correctness to companies, 
private and public. 

Now 1 entertain the opinion that imprudent advances are 
made when money is expended in a manner not required bv 
the wants of trade and the slate of s^jciety, and when, as a 
matter of course, It can make no profitable return. In this 
view of the subject 1 iind that unprudent advances have 
been made during the last few years in a variety of ways 
throughout almost all parts of the kingdom, and that there 
has been a locking up, if I may bo speak, of an immense 
amount of capital m speculations end schemes where there 
hu been in some instances little, and in others no return - 
whatever. These imprudent advances have been made bf J 
the individuals or companies engaged in those schemes and I 
speculations. They have embarked either their own money 
or the money of others, which they borrowed. They may 
have borrowed money with the most upright and honest 
intentions i they may have done so witn intentions of an 
tatinly different descriptioii. llieprojectorBofBomeicI 



and companiea may t»ve left the public to take them ap ia 
the tree and unsolicited exercise of their own diBcretion i 
there may be other instances in which improper and iucor>, 
rect representations have been made, with the sinister object 
of betraying and defrauding the simple and uninformed. 

In this way monej' baa passed out of the hands of on» 
class of the community into those of another. In too many 
instances the industrious and the confiding have been ruinea 
or reduced to a state of comparative dependence, while the 
designing and adventurous have been enriched. In thow 
dislrioW wliere distress has been greatest we find it to be the 
result generally of the ebb of a tide of prosperity which 
had set in strongly a few years previous ; the result, in fact, 
of overtrading and speculatian. In some towns there hue 
been a mania for house-building, and the nnmber of com- 
paratively unfinished houses and empty streets announces 
that B large amount of capital has been imprudently ad- 
vanced, and is yielding no return. In some seaports steam 
navigation and shippuig com panies have run a race of the 
most wild and reckless competition. In the mining districta 
one company has followed close upon the heels of another, 
eager to grasp at hidden (forbidden) treasures. In the manu- 
facturing districts, vaet sums have been lavished in the erec- 
tion of mills and machinery in the vain hope that "to-morrow 
will be as this day, and much more abundant." Roilwayi 
have been projected and laid down between all towns of 
much importance, and between some of no importance.* 
The tow value of the shares of the railways and otlier public 
undertakings, sufficiently indicate their success, (if the 
private speculations and imprudent advances of individual! 
no adecjuate idea can be formed. They have no doubt kept 
pace with the headlong career of the private and pubue 
companies. Men may go mad individually ; — they may oUo 
du so coUeclively. Indeed, there is no good reason to doubt 
that a whole nation may be seized with monomania. Such 
aeeras to have been the case in the United States with regard 
to Uic wild and absurd schemes and speculations in land and 
other companies, projected, opened out, and blown into thin 




sir in the course of the last few j'eara. The same sort of 
mania haa heen exhibited in England, and the national 
patient having had one relapse after another is niiw only be- 
ginning slowly to recover from that slate of lethargy and ex- 
haustion consequent upon the violent paraxysma under 
which he has suffered. His recovery, however, is most hope- 
ful, and, as returning consciousness and strength will, it is 
expected, bring resolutions of better and more steady be- 
haviour for the future, more minute inquiry into the real 
nature of his miJady may be spared. The daily newspapers 
have, for the last two years, given ample details of its 
symptoms and results. 

To descend from metaphor, the Joint-Stock Banks, as a 
body, have not heen, nor can they be, the active agents in 
matung imprudent advances. They are obliged to nay out 
the money they owe to their depositors when demanded, and 
■when they lend money, it is presumed they will endeavour 
to exercise the common precaution of lendmg only to such 
parties as they have reason to believe will be able to repay 
them. They may sometimes be mintaken in their estimal* 
of the character and property of their customers, and of 
the securities they receive. Bankers are not more infallible 
than other men. To charge them, however, with making 
imprudent advances so as to aifect trade and suspend or 
derange the commercial prosperity of the countiy is to place 
them a great many paces beyond the position which they really 
occupy. The men who derange and interrupt the commerce 
of the country are those only who are actively engaged in 
iL They are the men who erect mills for which there is no 
employment; who speculate in railways that are of little or 
no advantage; who sink mines which can render no ade- 

auate return | who build and fit out ships onl^ to encumber 
le dockyards ; who build houseii through which the winds 
whistle in mockerv of their delusion ; who persist in manu- 
facturing and sending out to foreign nations goods required 
only to crowd the warehouses ; who get up i) 



their fellow dupes. These are the men whose na 
the Gazette, and who are the cause of bringing i 
flame unenviable notoriety hundreila of their imitat 

In thia way it is, and hy such means, iiidq)en- 



dent at the banks, that imprudent advancea are made ; tfaftt 
money is squandered in times of prosperity; and, vhen the 
vicissitudes ol' trade arrive, that hundreds arc thrown idle, 
and hunger and nakedness overtake the labouring thou- 
sands. 

I shall not enlarge. 1 hare alluded merely to some of 
the circumstances which appear to me strongly to indicate 
that imprudent advaneea are not chargeable solely against 
the banks, but chiefly and especially aj^oinst individuals and 
companies, private and pumic, engaged in trade and com- 
merce. Any ie^lative enactment, therefore, which might 
be directed against the banks, noidd not, in my humble 
opinion, prevent imprudent advances on the part either of 
the banks, of iudividimls, or of companies ; — would not make 
mankind more wise, trade more steady, nor commerce more 
prosperous. The legislature cannot prevent men from fool- 
ishly lending their money to others to be thrown away, or 
with equal folly throwing it away themaelvus. 

I have the honour to be, with profound respect. 

Your very obedient servant, ^^^^| 

2fev)castk-upon'Tyne, Q. M. BE^^^^f 

%d May, 1S4S. ^^^| 
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Mr. HoBiiauB£ U a bunker at Bath, with branches of hia esta- 
bliahmeat at the inaDufacturiug towns of Bradford and Trow- 
bridge. He U also chairman of (he committee of private bank- 
erg. Having prepared a return of the circulation of promiaaoiy 
notes payable to bearer on demand, in circulation by the pritale 
banks in each county in England and Wales, from the passing 
of the Act of 3 and 4 Will. IV., c. S3, to the 2Gth Sept., ISiOiM 
he found that (he whole or nearly the whole of the priTat^|| 
coimtry circulatioD is consumed La the agricultural distnet^.^ 
Very little mora than half a million of the whole amount ap- ^ 
peart, from a, calculation Le bas made, to have any connectioA.* 
either with manufactures or commerce. According to the i" ' 
suit of certain tables exhibited by him, in which the return 
the circulation is divided into counties, and these counties aga 
into mBDUl'acturing and agricnllural districts, he considers it 
bi.' proved that the private circulation hag nothing to do with tlw 
commercial and manufacturing indualry of the country. ThB 
amount of the circulation of the private banks employed in com-" 
mereial and manuIacturiQg trnnsactiuns he considers does not 
amount to 6lH),0OOt In consequence of the alteration of the law 
since 1S2G, by which the country circulation was subjected to 
local competition with the branch banks of the Bank of England 
and pablic banking companies, the amoimt of the country pri- 
vale circulation ha^ been reduced since 1833 down to the 26th 
oTSeptember, 184U,rromS,83<>,803f. to6,.1&0,801/., and the num- 
bei of banks of issue has been reduced fVom 430 to '270. The 
only alteration that has since been made in the law was in 1833, 
" ~ " cDuntiy bank circulation was exempted from being 



made payable only in gold. Mr. Hobuousb discliiims having 
had any inlcrfst in qbtaining Ihis alleralion of tlie law, nor was it 
desired hy the country banks. The oppoaition lo it was mored 
liy Lord Wkotteslev, who Ihen filled the eitnation Mr. Hod- 
house DOW occnpiea. He divided the House of Commons upon 
the Bubject, but it w&s carried against him. It vas not a tlooa 
to the country bankers, nor obtained through their desire. With 
regard lo that law, and the operation of the country ciiculatisn, 
Mr. HoBuousE made the following statement: — 

I ncollect haiiog an inlerrieir with Sir Robert Peel at (be •er]> time, 
anU 1 meationed to him tbia fact, tbil if tbis law pa»ed. the publii or 
the gaienimeDt rould bane no plu for allaEklng the countr; baoken If 
they did oot attend to the exchangea, for lb is appeared to me to take awaj 
•11 pretence for any caoiplsiat of that kind ; aod ai will u I undenlood 
Sir Robert Peel, be eeemed to agree witb me. Thii wai done. 1 be- 
lieTe. principally at tbe (uggestinn of Ibe Bank of England ; at livil 
Mr. Nonnan. in bis eiideace in IB33, diiliaelly uid that be thought 
the country bank notes ou^ht aerer to be p^d in gold, but onlf in 
Bank of England nolei. The caiUFlalnt, 1 beboTe, tbal is made now. 
' ""% bj the gentlemen wbo baie written pamphlela. is. tbal th 
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er tbink tbal Ibit ia tbe mischief that li alleged agait 
circDlition now ; before it was. that tbey were detuured the beoeHts of 
public competition ; now It it that they ate eipcied to tint miichlef at 
it. and Ibat one of tba conicquetices is, that their ciiculatioa li regulated 
hy no principle. I believe it baa been asierled that tbey are engaged 
iua flerce race as to wbo shall issue the most paper; that they are ■□ 

the eieeia of Issuei of uue bank necessarily leading to tbe excess ol 
another. And it is abio in consequence of that 
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natM or bj coin, or in «oine otber wny. It ia laid down bj Mr. 
H-CallDcb, nbo la b 'er; greit autboril; apoa them mUteta — tl Ica^t, 

jest, "A people will not vant lUDoey lo serve tbeic ordliury deabnES 
and more Iban enaugb tb?; willnoL bai^;" or, In olher wotds, tbeoi. 
ttiral demand of t>ie people for moiiey tu aerre tbeir ordinary dealinga. 
la Cbg ooalrolling priocipie of (tiose country local circulations, as thenv 
telurni abondantlj pmie. Then, m lo tlie amoont of eacb connlrj- 
banker's circulatian. I go on lo obaprTe, In order lo aaswer tbe quea- 
tion more fully, that (he amount of tbete circobtlons t> diilded 
amongit Ibe bankera of the diitrlcl, accordiog to Ibe number and cha- 
racter of their cuitamere reapeclitetj. He wbo has llie most and Ibr 

Df making a portion of his ordinary 
ling to ITie natural demand (or raonrj- 
io terre the ordinary Iraffie. Hrnce the business of iiiue with coantry 
bankers Is not the aubjcot of any acll>e or distinct competlUan. bul 

banker, and. In puinl of fact, there is no otber kind of competition 
amongst bankers In the country than amongst bankers in London. tIi.. 

sible. In tbla nsy. and upon this principle, is the amuunt of these 
country circulatloas determined, callectitely and indiyldually. 

It -will be observed that Mr. Hobhoube does not intend to 
convey lie impreseiDn that the country bankera have no control 
whstever in increasing or diminiBhiiig theii circulation. On the 
contrary, he is of opinion thai they possess and exercise the moat 
perfect control over their own issues, inusmuch as they take gooil 
cftrenotto issue more notes Ihtin they can pay. The amount of the 
circulalion U limiled and coiitrulted by the amouiic of local traf- 
fic, supplied by the ordinary paymenls of the country bankers in 
thtir ovn notea, in the same manner as they supply payments to 
tbeli ciutomera in other currencicB. While, however. Mr. Hoe- 
uousE maintaiiiB thai the country bonkers Iwve a perfect control 
orei their own issues, he does not imply that this extends lo a 
control over the amount of money circulating in Ibotr district. 
For inatance, in Norfolk or Liucolnsliirc, the amount of the cir- 
calation on the 6th September, 1810, was 383,8101. Now, the 
country bankers have nothing to do with determining the amount 
of that circulation. That is determined by the amount of local 
traffic. The country banks are perfectly paaaive under an in- 
creue or decrease of the circulation. It is impossible for them 
to increase the circulation beyond the amount required to supply 
or minister to the ordinary traffic of the place. The quality of 
the circulation may be varied, but the amount cannot be altered. 
This was proved by thn tables drawn up by Mr. Hobbouse, 
which also illuslrutcd the fact that the amount of the circulation 



in tlie a^cultural districts varies every spiing and every sninniGT 
about halt a million upon the average of every year. The varia- 
tion is fiom 600,000i. to 400,0002. The circuklion decreases 
half a million every year from lliii spring lo the Bumincr quirlet, 
and it expands agam by degrees towards autunm and ChiiBtmas. 
The period of decrease la always irom tlio spriiig to the silniiner 
quarter. This fact proves thai the circulation depends entirely 
upon the amount of local traf&c, because in the spring quarter 
the payments are much heavier than in the Bummei quarlcr. 
The retits ate principally paid about Lady-day, the sumnier 
quarter taxes are paid at that time, and all the fanners are laying 
in their stocks at the same period : the conseqnence, as a matter 
of course, is. that more money is required lo carry on those deal- 
ings. Whether Ihe difference of the circulation be an increase 
or decrease, Mr. Hoebouse considers that the banks are perfectly 



praduo&l excLiuiveljr hy dcmaudft tctLag upon tbg banks, n 

banka were perfectly passlTe, PiLerciaing do coatrul u to tbi 

— I b«B to »y thst I lliink Iho hinln were petfeclly paiiive 

And tbul that i> ilwajrs ih? case, whether the difftieace 



with, check on WIL; ha present, that to the 


1 eashier or the bank for 


payment; the caihler uks him, " How wil 


Ijou hive lhi» bill paid 1 


in L-oin, or Bank uf England notei, or local ni: 


lies!" if Ihemanwanta 


it tor local pajmeuU only, he likea it in local 


notea ; It he wanu 11 foi 


same parpoie of a geuenl kind, he takes it In 






iJKulition. Wbeaaman 








■xaelly Ihe Mine, but that 






rule, I ihould »y, we iiaue no noles bejo 


nd 5001.. but, generall/ 


Hpraklns. they are abont 3001., or under that 




deacriptiOB are made in the legal cuttency, ar 


Id we do notdlMOunt in 




e. it wo make large pay. 


raenl. in our ovrn nolea, they inv.rUbly corae 


back ton, the n».l day: 






In making iuues, doeauntry banks take to 


to conalderatioB any other 


(drcuinslaiice than the demand, of their cu> 


loraeraT— They lake into 




The cdunlcy bankeiH exclude all lelereace to the state of the 
exchanges in the isGue of their aotea. They caneidei that the 
Iraus of notes camiot be legulaled b; the amoimt of gold. It is 
regiilated by the natural demand ior money for the purpose of 
locii uaffic. Upon thia subject, at a very large mcetiug of the 
private country bankera, held at Brown's Hotel, Palace-yard, 
Loiidoit, on the 2d June, 1B40, the following [esolutiuc was 
proposed and passed unammously : — 

MoTed by Mr. RuSbrd and lecoDded bj Mr. ViiuD— Tlut Ihe pro- 
ject of nukbg the uiouDt ot the oiiculaUBg medium HirougfaDut the 
kingdom riie and hll In ucordjiiice wiih tbe ilock oC gold bullion oC 
tbeBuk or England bu hitheitabeen (uuod impricticable, andipixan 
lo thii mfellng, if full}' carried out, calculated to produce vncerluut)' 
■nd coofuiiBn in all pecuniary (naiutiuna. 

Wbilo Mr. HoBiiousE maintains that the country banks are 
perfectly passive as respects the circulation of their notes, he 
alio disclaims the idea that an incrsased issue of the country 
circulation has any tendency to advance prices. The country 
banks arc passive under any increasB or diminution of the cur- 
rency. A rise of prices, however, will materially affect the pay- 
ments of the couutry bonks. If, owing to tlie high price of 
com, 1,000 people spend each 101. a-year more, they draw upozi 
their blinker, who makes such additional payments. In that 



I (he circtilallDn is incrensed, but the bsuiker di _ __ 
Lively affect prices. When mnnoy is thus dinwii out in larger 
quantities hi one period than another it Iios been orroneoualy 
iinagined that thD countrji banks, ahanrtng an increased uuount 
of issucB, have bean Instrumental in producing ihat increase and 
in adFoncing prices. This is not the fact. The country banlu 
do not make increased issueE ; they do not pretend to exercise 
any power over the circulation. Their issues are in this very 
particulai chiefly distinguished Irotn those of the Bank of Eng- 
land. They have no means of buying Exchequer Bills or selliag 
them by their local notes. They do not sell money nor traffic in 
it, as u done by the Bank of England, by issuing notes and 
drawing them in again. It would be lidiculoos for any country 
bank to pretend to control the circulation of its district 

With regard to the rise of prices which look place in the 
spring of ISSti, Mr. Uobhduse does not consider that it was oc- 
casioned by the increase of the circulatiou of the counlry banks. 
In Uie aggregate country circulation of England and Wales be- 
tween the spring of 1834 and the spring of 1836 there was an 
increase from 10,191,0(X)i. to 11,447,000/. This he does not 
consider to have had any aclive effect upon prices. In the win- 
ter of 1S35-6 there were many Joint-Stock Banks set up in Lan- 
cashire, which displaced the circulation of the Bank of England 
to tiic amount of 1,200,000/. or 1,300,000/. In the spring of 
1836 the price of agricultural produce hardly rose at all ; other 
things did rise, among which were metals. The increase of the 
circulation must haiebeen the canaeqiience of that rise of prices. 
This in the opinion generally entertained by the country bankers. 
Between the quarter ending December 1B33 and the quarter 
ending 1835 there was an increase of about 1,000,0001. in the 
country circulnlioQ of England and Wales. At the close of the 
year 1835 there was a great depression in the price of all agri- 
cultural produce. The price of wheat at that time was lower 
than it has been known to be for many years. So far as the 
transactions which depend upon agricultural produce were con- 
cerned, the increase thai took place in the country ciicuiation 
could not in any degree he attributed to increased demand aris- 
ing from tho rise of prices. But, although the price of wheat and 
barley fell, tlie price of other articles appears to have adToneed, 
as, for instance, that of wool. The mere agricultural circulation 
is affirmed not lo have increased, and the Increase of the total 
circulation of the country is accounted for partly by an increase 
r>riocal traSic, and partly by tho estabUshment of Joint.Slock 
Banks in the north of England, by which the circulation of the 
Bank of England was displaced. 

The circulation of the United Kingdom on the Rnt date of the 
return in September 1633 was 36,000,000/., and in April 1836 



39,500,000/., Bbdwine an increise of Ihreo millionB aud a half, 
while it atao appear Ihat the ditference between the circuUtioU 
of the Bank of Engliind at tbat time and April 1836 was a de- 
crease of 500,000/. With reapect to the supposed effi ct of these 
increoMd iasuea upon prices, the foliowing evidence is giTcn ;^ 
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the liauu o[ piinle huika ubu>11> timuLiaucuui jihenonieoi 1 — 1 ahoul 
My, hiTirlably lo, hut the one folluw) the other; thit is to uj, ii 
creaHd elrcnlatiaD followi the riie o! pclcei. 

Suppoiing there had been any regukatiou of the country luuei 
dnrinc that period, which Ralrlcted, kn Bome mvaiuru, theic iiiuet, d 
}DU UdnkthatprleeiCDuUlbkierlienlolhateiluragint eileol U Ih 
■piing gt lass ?— If bj any legal enaelment jou eonld present pfop] 
trom paying money. 1[ you conid pncirnl mp, for Initance. from payin 
the eheeka that •» pmenled to me, ui mahlng the ordinary paymeni 
thU I am hi the habit of making, thrre can be no doubt Ihat thei 



Engluid ootea or gold, wnuld not that have restricted juur own circu- 
lalloo. and thereby haic prevented Ihat rUe of prlcesl— A> 1 taiil be- 
fure, «nj thing which feslrirU the amuunl of my pnymenlj. whether it 
lain ray own notci or In any other currency, would necnsarlly limit the 

la to the tiae of prlcei. 

It IB the opinion of Mr. Hodhdube that the rise of prices is 
not » consequence of the increase of the ciiculation, but Ihat the 
increase of tie circulnlion is a cousequence of the rise of prices. 
More money is required to circnlale commodilicfl when prices nre 
high than when they are low. The couniry bankns are perfectly 
passive as reganls eilher the atale of prices, or the quuntily of 
money. If Ibeir customers draw out more money at one period 
thau at snothei, this is an cperaliou wbieli they cannot contnA, I 



10 

They might refuaa to make advances in their own notes, but 
that ciicumatoncB would not tend to diminish the qnontit; of 
money in circulation. If the amount of local notes ia diuiinisbed, 
the amouittof It>gal cuirency. that is Bank of Etjgland notes and 
gold, will be increased. The vacuum that would lie occasioned 
by the wididrawal of local notes would ba immediately supplied 
by soma other description of cutiency. A certain amount of 
money being required for any particular district, that amount 
must be brought into use. As refaids the public it is of no con- 
sequence whether the circulating medium consists of local notes. 
Bank of England notes, or cheques upon bankers, or even bills, 
provided they servB the purposes of Wade, and therirfbre, wero any 
country banker to speak of controlling the circulation of his dis- 
trict, he would, OB Mr. Uobhocse very justly remaiks, become 
the taughing-stock of the neighbourhood. The lise ofpricei, it 
has been assumed, was misehievuus to the extent to which it was 
carried in the instance above alluded to, and it is therefore sup- 
posed that some resliiction upon the issues of the country banks 
might have been a beneficial legnlation. The impracricabllity 
of enforcing any SUE^ measure is thus explained by Mr. Hob- 

t have alteid}' stated that the imouDt of Iboie circulationa dvpendi 
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(hat jt i> entlrdf lbs lortl demnad that detetmlnei the amount of 
money tb&t clrL^iilalOfi. V/hea thare is mora eipemliture goiii^ on, 
poaple drav moKraoDay out of tbe hands of tbo coaulry baukets. 

With Tegard to the incroase of issneB bj a local bank, it docs 
not DcoesBarily follow that there must be a dimination of the de- 
poills. If a cnstotnei diawB out mouey vblch he has liad iu 
depoait, the amount of hk banker's deposit money vill, of course, 
be so much dimmiBhed, but the parliea who deposit mon^ at 
interest with a country bojik are not generally engaged is trade 
When they make a deposit, it la usually a permantnt invest- 
ment; it may tary in atnounl, but seldom to any conaiderftble Cl- 
ient. The UKTeaae of issues is almost inTacLahly effected by 
partiea engaged in trade. In fact any material increase or dimi- 
nution of the circulation is the efTect of alteniattuna in the stale 
of trade and of prices. There are olhei means, too well known 
to mercantile men, of increasing the circulation withont any re- 
ference whatever to the deposits in the hands of their banker. 
In Iho Bath Old Bank it was found that, taking the deposits for 
the corresponding period in each year for tho last ten years, there 
was only a slight variation in the amount. 

In September, 1S33, the whole amount of the circulation of 
the private and Joint-Stock Banks appears to have been 
9^B5,OO0i., and in September, 1836, 11,BS4,000(. In April, 
1834, it was 10.665,000/., and in April, 1836, 12,302,000?. 
Between tlie two corresponding periods of those years there ap- 
pears a very considerable increase in the amount of the country 
cirouliliDO. This is supposed to have tended to increase prices, 
but in the opinion of Mr. Hobhousb it could have no such ef- 
fect. The amount of the circulation always follows the amount 
of general business, and is goienied entirely by the natural de- 
mand fur the paper circulation for the ordinary traCGc of any 
district as appeared from the tables produced. If any restriction, 
aach as paying regard to the foreign exchanges, were imposed 
upon a country banker, it is douhlful whether any beneSt woold 
result. If his payments are restricted, there, of course, cannot 
be BO much money in circulation. In aueh a case it would be 
impoasibie for him to carry on hb business beneficially. Ad- 
vantajea might accrue to other parlies, but none would be 
experienced by the banker who should be laid imder such restric- 
tiona. The inereasn of the country circulation in the periods re- 
ferred to arose, as before staled, from the formation uf Jomt- 
Stock Banks, the issues of which displaced those of the Bonk of 
England. 

When prices rise in this eoantty there ia an inducement to 
foreign countries to send Uiosa oommodiliea, the price of which 
hat risen, to this country ; and, as a natural consuquence, ' 



is ■ diniinUhed inducement to foreign caunttieB la talie their 
commodities from us. Tn this stale of Ihings, if an ndvcrse 
balance of trade is creatt'd, it must be paid for by gold, ll is 
presumed, howevBr, that there is no disadvantage in such pay- 
menl. Gold is a. cominadity of irhich there may be a glut us 
well aa a scarcity, and Mr. Hobhouse could never see any rea- 
son to be afraid at an export of gold. In relation to the sup- 
posed propriety or advantage of a contraction of the currency 
under auch clicumstoncea he gives the fDilowing evidence ; — 
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to pTFVenl the cxportallon of gold, 1 appreheod that at the end of three 
months I ahould have only SOI, to piy IDOI. irhLeh I ove ; 1 do not 
know how 1 cuuld du that. 

Do yna think Ibit «hm prices Increase, so far u the country circa- 
latloo it ooncemed. there vlll be a tendeDcy to Increased circulsliun I 
— ^^eruinly ; there i> no doubt about il ; 1 hue alreody sUted llikt. 

Ad increase of circulation, in the opinion of Mr. Hobhou«b, 
does not neceosarily tend lo enconroee speculation. There la no 
iudicattou of such a result in his district. Feoide cannot be made 
to circulate morn money than they want. A progressive rise of 
yricee hu a tendency to encourage speculaUon, This may be 
mdicotod by the increasod apptiuntion to country banks for ac- 
commodation. But iho country banks do not increase the cur- 
rency for the purposes of speculation. They do not circulate 
more notes for the ordinary traffic of life under those circum- 
stances. All speculalive operations are carried on. not by the 
local currency, but entirely by the general or legal currency of 
tlic country. If the countty buikers had an ample supply of 



Bank of England antes Ihey would nit object lo any ri'striclion 
upon their own issueH, nor lo llieir totfil suppression. The Bank 
of Kngiand notes which they now use in cundncting their busi- 
□csa rorm a portion of their capital. 

Mr. Houuou^E considers (h^t it is quite ImpoaBible that the 
circulation of the country bankers can be regulated by the 
amount of gold in the Bank of England. 

" In the firel place, wlien there is a small quanlity of gold iu 
the Bank of England il frequently appears that there is a large 
ameunt in the counlry ; the amount in the Bank of England is 
no criterion of the amount of coin ciieulated in the country. In 
1639 there was a great quantity aeut np, and, generally speaking, 
the country hanks are not consumers of the ^old in the Bank of 
England at all, but rather suppliers of il ; and again the amount 
of gold in the Bank of England may depend upon what they 
may do as a commercial corporation, and that would involve me, 
as a, country banker, in what they were about ; I do not know 
how I should get on if I reflated my circulation by the amount 
of gold in the Bank of England." 

The effect of variations in the foreign exchanges upon the 
country banker is, that when gold is going out of the country 
(hare is generally a gloum hanging over the public mind, and 
uncertainty of what will take place. The cansequeuce is that 
prices fall, the transactions in tiade are diminished. This result 
gradually extends over the whole country ; people spend less 
mnQey, and a less amount is drawn from (he country hanks. 
The country circutalion is not at all governed by a drain for gold. 
It is not denied that some effect is produced by a drain, but not 
a considerable effect ■,^-" It comes to us iu the shape of lover 
prices and leas expenditure, and therefore draws less money out 
of my hands ; but I am quite passive, 1 cannot help myself in 
either case." These results, however, are not always a necessary 
consequence : — 

It it nut BD InviTiablc coni«]uenee that, In a ilate of gloom and de- 
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As Mr. HoBTiousG is of opinon tLatadrain of gold does not Em- 
medialely nor neceasarilj prudnce & contrnction of the country cir- 
culation, neither does be believe that nn iDipart of gold and a 
aeaaon of conEdeucehaTe the necessary effect of drawing out or 
increasing the country circulation. These eveats may Eometimes 
follow, but not always. He does not think there is any neces- 
sary connecllon between Ihem. He considers it quite imposuble 
hy any regulation to make the countrycirculationconform tothe 
foreign exchanges. 

Mr. Hobhousb estimates the net profit of (he cireulalion of 
caantry bankers to he 3k per cent. lie is aware ot the proposal 
of Mr. NoRUAN to allow to country issuers a commission of 15s. 
per cent, for circulating Bonlt of England notes to the same 
amount as (heir own present issues, which he proposes to sup- 
press, but Mr. HoBHOL'SE is quite certain there is not a 
banker in the country who would accept it. The Bunk of Eng- 
land is giving 2 pec cent, already to people who circulate theic 
notes, for (hey lend at 3 pec cent., the value of money being S 
per cent. Instead of its being satisfactory to the country bankers 
that the Bank of England or any other body m London should 
determine for them to what amount the notes on which the Bank 
proposes (hoy should receive (his commission of 159, per cent, 
should be issued, it would be quite impossible for country bankers 
to carry on their concerns and accept tliat proposal. They must 
^Te up theic present Eystem, and adopt a. new one. It would 
be impossible that any persons in London could determine the 
amount of notes they should pay away foe local circulation. 
There are certain transactions in tho country (bat arc entirely li- 
quidated by country notes, and, if a banker were to attempt to 
press out his notes beyond those natural transactions, they would 
be immediately returned upon him : — 

Tbereloro. 1( 30a increase ;aor cnrrencj' la that wb;, you ue necu- 
triile that lu & momeal ; it 1 thought it ailiijable to build a iieir square 
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Tba gluts and pinica that occur in the London money market 
do Dot generally extend tu the country. In 1839, when & panic 
prevailed in London, such aa has not been Icnown for many 
years, it did not extend to Iho country at all. The country 
bankcra did not raise (he value of luouoy until iho end of the 
yeai, and then it was raised sery pariially to only 6 per cent 

There i« a marked diatinctiou between the Bank of England 
and the country bankers, as issuers. The tatter issue notes to a 
very BlDBli amount in comparison with the former. The Bank 
of England deals in nothing but ila own currency. It issues 
notes against gold, whether London or the country wants 
circnlation or not, and lends its notes for circulation in 
the country. Thia a country banker never does ; " be 
would lose his credit if be did that; he could never hold up bis 
bead afterwards if he attempted to put out his circulation as the 
Bonk of England does." The Bank of England also buys and 
sella securities, and acts upon the circulation. The country 
bankers, on the other hand, are entirely passiTe. They carry on 
the business of isauing notes to an infinitely smaller extent than 
the Bank of England, sad therefore no fair comparison can ba 
instituted between Ibem. The Bank of England also issuot 
notes for gold when there is no actual demand for the purposes 
of cuoulalion, and tlirreby increases the circulation when it is 
not required. Kapersoti were to come to a country banker and 
put a quantity of gold into bis bank, and ask hitn to issue notes 
against it, he could not do it, because they would not remain out 
unless they were wanted ; they would come back. He there- 
fore ootildnot conduct his business in the same way as the Bank 
of England does. A country hanker would have to pay coin fcr 
any gold he received : — 

Bat the penon who bringa to jo<t bulllDD might go and get that 

hado« not do it : hut In the cue of the Bank of Eugland he puts It 
In for ■ temporal}' furfnae, and out come the Buuk. nolfs ; it mif be ■ 
Ttry nholegome thing Tot Ibe Bnuk of Eoglnad lu hare that puner^ but 
1 oonld nut da It, 1 knour that the aolei would reluru upon me Im. 
medialeljf ; ta abort. I have no pover oier the ciiculatlan. 
All connlry bankers invest largely either in government secit- 



own notes, but wiih their capitaL The dislinction tetwEen them 
and Ihe Bonk of England h, that when the latter goes into the 
markfl lo ptirchaae securities it paja for Ihcro in its own circu- 
lation. The cauiitry bnnkei has no meauB of aeiliDg securities 
and diminishing hin circulation, nor of buying aecurities and in- 
creasing it. If he did BO he would attract public attention im- 
mediately, and have to shut up Ma bank. The couutry backer 
does not create capital when he buya securities, but this is done 
by the Bank of England. Every purchase of aecurities by the 
Bank of England produces an addition to the currency of the 
conntTV. If Ihe securitioa held by the Bank of Eng;land on the 
lat of January were 30,000,000/. and on the lat July 36,000,000/., 
bullion being always excluded, it is the opinioa of Mr. Hob- 
bouse that this difference marks the increase of currency during 
that time, aa far as the Bank of England are active in the matter, 
because ihey could liave prevealed ii. 

In adiition to the slalGment made by Mr. Hobuoube that the 
increased circulation of the country in 1330 waa owing lo the 
rise of prices, he is also of opinion that iJia cause of the rise of 
prices waa the low rata of the inlotest of monay in London 
during the years 1S3J and 1835. It appears that iho Bank rate 
of interest on loans during the whole of the year 1834 was 3 
per cent., except in the last quarter, when it was 3} ; but in the 
second quarter, in addition to the usual loans, the Bank of Eng- 
land iasued an advecliaemEnt offering to receive applications for 
loans for the period of one month al 3 per cent, per annum on 
the deposit of satisfactory securitiea. In the first quarter of 
1935 the Bank advertisemonts were for loans at 4 per cent., in the 
aecond quarter at 4 per cent., in the third al 3j per cent., in the 
last quarter llie Bank advertisement! went on the same. On the 
5th of August they advertwed lo lend mouey on the deposit of 
securities at 3} per tent, till tlie 20lh of October; and on the 
10th of October they issued anollwr notice that they would con- 
tinue to make advancea on stock at 3J p«r cent, till the 20th 
of October. This shows that money waa to be had on Toiy 
cheap terms in tho London market during the whole of 1834 and 
1835. Thus, in tho opinion of Mr. HoDHooaa, the great circu- 
lation that took place in the country in 1635-6 principally arose 
from Ihe facilities with which money waa to be had in tho Lon- 
don market, end the apcculatlons that were founded upon if in 
the country, and also from the increase of iaaues by the Joint- 
Stock Banka in the northern counties where the circulation of 
tho Bank of England used to prevail. 

Mr. HoBHousE considers that the operations of the Bank of 
England in regard to Uie currency ore opposed to the Mimd 
priuciptes of banking: — 
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The country cireulition is conducted uptm very differpnl prin- 
ciples &oni llmt of (be BB.uk of ERxlaiid, and no complnint has 
been made n[ iU suundncaa or cfSciency. On the conlretr, Mr. 
NoBMANi vho is the oipaji of the Bniik of England, and may, 
thetefore, be coustdeied good Bnlkorily tipoD Ibe subject, hu 
stated thai il has not in any -nay intLTfered with Ihe conTctlibtlity 
of the Bank of England notes since 1825. The nolM of the 
countiy bajikcrs being immediately converlible into gold or 
Bank of England paper are in every respect equal in value to 
gold and silver tnuney : — 
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There has never been any starcily of coin In Ihe 001113117. 
That ia an arliclu the scarcity of wliich is uuknoim among. 
country bankers. Any ubjectiuns, therefore, that may be taken 
to the amouut or Buctuatious in tho country circulation muat be 
considered aa dbj^ctiuni taken to the amount or f uctuationa of 
ao touch coin in circulation, as it ia exactly the sumo, being con- 
reilible into coin or Bank oi England uoloa en dcuiaiid. In the 
month 01 August in 1839 the amount of coin in iha Bank of 
England was 2, 444,000 J., and in September 2,oOO,UUOZ. Tha 
amount uf foreign credit at that lime mjoyed by the Bank is 
represented to have been two milllona and a half. The 
vertibilily of tho notc?a of the Bank of England was then 1 
ully al an end. and it vias in danger of suspending payment, 
convulsion was at hand on that atoount, but the couniry circula- 
tion, and the brancbea of industry couuectud with it, were in . 
aound and iranquil slate. There was no want of gold in ih 
country at that time. Tbeio baa been no cumplaiiit of the w*n 
of convertibility of cotuitry paper. There was plenty of coin ii 
the country, although it appeara there was nana in Londoi 
There was peace and tranquility in the country, while a monejl 
panic waa raging in London. So far as convertibility was con- 
cerned, lie paper in the country was in a perieclly sound slate, 
which WHS not the case with the paper in London. 

The disastrouB condition of tba Bank of England, with refer- 
ence to the convertibility of its paper at the period alluded to. 
haji been attributed to the drain of gold that look place, as«i8ted, 
lu the upiuiun of Mr Uobhouse, by the measures of the Bank. 
It waa stated by Mr. Lotd in bis evidence, that Ihe drain was 
entirely occasioned by Ihe bad harvest. The drains of 1836-7 
and 1 839 were both attributed to causes that are said not to be 
amenable to any principle. Theae were aggravated by the mea- 
sures uf Ihe Bank. In the early part of 1839, up to Ibe monlii 
of May, Ihe Bank of England kept money at 3} per cent, upon 
loans, and in August, three monllis alter, it waa 6 per cent, Tliat 
waa raising Ihe value of money 80 percent, in the course of three 
months. The consequence was, that there waa a very greatpanic 
in London, and money was charged S, 9, and 10 per cent. These 
measures produced great distress throughout the commercial and 
manufacturing districts of the kingdom, but which did not extend 
to the agricultural dialricls. The agrieujtural dislricis were per- 
fectly free from Ihe alarm and distress so severely fell in Loudon 
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imd BiDongst the nionufEicliirerd. This vaa ovi'mg to tliD circula- 
tion being in a pBrfeully suuad EUle, Hull the rouiitiy tranquil. 
It is undoubtedly nn advatilKEu that the country circulation 
aluiuld lio iudupendoLit of the London circulation. It in fact 
cannot be reciulaicd by tbe same principle. 

Hating etaled that the circulation of London ought to be 
itnproted, tile following are Mr. Hobhobse's tiewa on Iho sub- 
Win ;ou itate the reaiuns wh; ;oa Iblak Ifaa Landim elrculitioa 
ought Id be JmproTed 1 — 1 should Atatp, that Itthig prjncjpally in tbe 

guing DD la LoDdua. But haviag read nuoy pamphlets on the lubject. 
anil BadJDg thai tertaln usumed principles are otuected to in reference 
to the countty baoke™ ; that it ll objected to the coantrj bankers 
that Ihef are always acting upc < - . .- ... 
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Mr. HoBHOusE is not an advocate for lowering the Blxndaid, 
but B9 gold is liable to export in payment of an adterse balance 
of trade, in payment of foreign corn, and subject tu dtmand foe 
political purposes, he is disposed to adopt silver in preference ti> 
gold as tlie blandard. His leasonn are that ailver is less liable to 
deranfemcnt, not so portable, tnore steady in its value, cannot 
be so easily hoarded, is not subject lo any political dt^mand, ia 
not so much used in foreign exchongea, and ia not an aiticla of 
such universal demand and stiuh uuiTeisol use for military ezi- 
gancies. 

It is, in the opinion of Mr. Hobhohbb, quite impossible that 
any regulation could he eiifotcod with a view to produce a simul- 
taneous contraction of the cunency throughout the country. If 
a country banker were compelled to reduce the amount of Ms 
own notes in ciicnlatiDn, he would be obliged to And Bank of 
England notes or coin to fill up the vacuum. He must continus 
to make his payments to Ms customers as formerly, if not in Ms 
own currency, in the general currency of the country. Ifa cm- 
tomer had deposited 100(. with him, he could not say, in answer 
to hia demand for payment, that an order had coinc down from 
London to contract the currency one tenth, and that he could 
only pay him HOI. He muat either pay his debts in full or clote 
Ms bank : — 

your aplnioa that It a general coulracliua ot the curreacy. 
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Mucll impoiUnce has been mttached Co the alleged lendency 
ipetilton to create an excess of local cuirencj. 



HoBBOUBB IS quite satiaBed there is coench tendeQcy:- — 

Cin jduititB iny f»cia on the subjMt? — 1 will ju« moniian nhit 
look place wilh a> : In Ihe laat tew jrein there luTe been tbree new 
buki sitabliahed U tlie place nbeie 1 IItb. and tbe cnnsequEiiFe hat 
bwn tu tKluee the ainuunt at m; clrculUion exLcUf Ihtee-eightbi uf 

tnniB. beginDing with 1833, I Hnd that at that time tbe return at the 
circulation ot the priiue binka nai B,a3S,S03l., aod the Octobti le- 
tum or 1840 wai 
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The priQcipa] pouils in the evidence of Mr. Hi 

Firal. That nearly the whole of the oounlty 
BUtncd in tho agricultural districts, and that litt 
a million appears to havo any connection with 
comnerce. The amount of the currency is reflated by the le- 
gitimate want« of the country, and not by any control poEee 
or exercised by the country bonkers. The qu&lily of the d 
Ulio n tony be raried, but not the amount, 

ad. Tho country bankers have no control o' 



rDQcy. They are cntiitly pasaivG under &vy iucrease or derrease 
of tbe circuUticiu. Tbey have a complete tuutrol over (heir own 
issuer of notes, aa they may put them out or drav them in at 
pleasure, but th^y hale no control over the tutul amount of mo- 
ney in circulaliou. Itthcy pui out more of their own notes than 
lire required by the Irnflic of the country, they are immediately 
reluniLd. If Ihey withdraw a portion of Iheir notes from ciruu- 
lalion which are required in the country, their place is imme- 
diately Bupplieii with Bank of England notes, or fold, or the 
notes of Bome other bank. The currency cannot ha influenca 
by any opeiution of the country bankn. They posaeas no control 
over the amount of money required for local tiaffic. 

Third The country circulation ia affected and regolaled solely 
by local traffic. It ia found to decreaae and expand in cor- 
respondence with the amount of business liajisacted at different 
periods of the year. In this reaped its variations are of n 
unifonn and general character, ll decreases half a million every 
year from the epring to tlie summer quarter, and expands again 
by degrees towards autumn and Chrislmas. Ouder this action of 
the currency the counliy hanks are perfiK^tly passive. 

Fourth. The coniilry bankers ciclude all reference to (he 
foreign exchanges in the issue of their noles. They consider 
that their issues cannot he regulated by the amount of gold. Any 
attempt to introduce a principle of this kind would ouly produce 
uncertainty and confusion in all peouQiary transacliouB. A reao- 
luliun lo thiB effect waa unanimously recorded at a very large 
meeting of private country bankers held in London on the 2d 
June, 1840. 

Fifth. A rise of pricee is the cause, not the effect, of increased 
issue and of an expansion of the currency. More money is re- 
quired when prices are high than when they are low. ' If the 
customers of a bank draw out more money in the one case than 
in the other Ihat is an operation which the country banker cannot 
prevent. He may decline lo give ont his own notes, but that nil! 
not affect the amount of currency. An increased amount of 
money being necessary, that amount will be brought into use. 

SiKlh. The influx or effiux of gold does not immediately nor 
necessarily produce an increase or contraction of the cimnlry cir- 
uulitiun. These events may sometimes follow, hut there ia no 
iiecesaary cenneclion between Ihem. It is impossible lo devise 
any plan by which the couutry circulallun can be made lo con- 
form lo the foreign exchanges. 

Seventh. The business of the Bank of England is conducted 
in an onlitely different manner from that of the country banks. 
The Bank of England traffics in its own noles. It isauea notes 
for gold, and gold for nolea, without referenec to Ihe demands of 
trade ; buys and aells securities, and acts upon the circulatien ; 
and inoreasca iha circulation by every purchw 
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Eighth. The biuinesa uf the country could not bo cnnduutGd 
under one bank of iasuo. It would be impoaaible for pcraoog 
located iu London to decide upon tlio amount of notes (hU 
(hould be paid away for local ciiuulalion. The present system of 
tie countty bonltcrs would, in auch an event, liaye to giye place 
10 Bomo new and untried theory. The country bankers will 
never agree to accept 15s. per cent. Cor circulaling Bank of Eng- 
land notes in place of liieii own. The Bank of England is 
already paying 2 per ceut. to seveinl country banks for circu- 
lating its notes. 

Ninth. Tlie Bank of England acts upon prices b^ diminishing 
the lalue of raooey at one period, and incrensing it at another. 
The low rale of mtereat in 1834 and 1835 was one of the causes 

le of prioea in 183fi. ^g 



EVIDENCE OF MR. VINCENT STUCKEY. 

Mr. Stccksy has been tlie manager of a Joint-Stock Bank in 
Sumcnwtshirs for aouje years, and has been conversani with the 
management of a circulalion in the counicj foe the last thirty or 
forty yeara. He has paid great attendon to the subject, and be- 
ueme ihe proprietor of a Joint -Stock Bank rather at the reijuest 
of the government of that day, after the, bill of 1836. The fol- 
lowing is the principle upon which the issues of his bank are ma- 
naged: — 
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The amount of hie cicculatioD depends upon a i&riet; of oii- 
cumstances : — 
Will you iMte upoo whit yon think Ihe nmoant of your cireulUion 
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The SomeiBetshire Bank has always an ahimdance of Bank of 
Englnnd notes and gold. They do not insist upon the Bank of 
England note being a legal tender, but if gold is lequlied they 
pay it. The mode in which they obtain so much told is thus 
explained : — " The grocers aod shopkeepers in laige towns keep 
accounts with ua; we pay their Urge drafts in Londou and Bris- 
tol, and Ihey pay what they receive every day, or twice a week, 
into our bank; cve^ gentleman here knows that uine-tenths 
that is paid in the shops is paid in gold and silver, and that is 
one of the ways in whidi we get so much gold." 

Mr. SiticEEv is in the hahil, unlike many countiy bankers, 
of paying particular altenliun to the p:tcG of the precious metals 



and the state of the cjchanges. If he finds tliiit " the gentle- 
men who have tile manBgement of the circulBtion of Loadon" 
ate applying the screw, then he is doabl^ prudent. He consi- 
ders that, if the foreign excliangcs contiuue long against this 
comitry, the Bank of England must kssen the issue of its notes 
and that must act upon the country in the course of a lev 
moDlLs. When he anticipates any aclioc of tliia kind on the 
part of the bauk, he immediately tiansmits a circular to his ma- 
nagers, slating that they must be very cautious in their advances. 
The practical effect of this caution is to contract the issue of bis 
netci, because he gives less accom modal ion, and in consequence 
pays out fewer notea. Although Mr. Stuckey adopts this me- 
thod of drawing in, or diminishing, the amount of his nolesin 
i:ircuIaliou, when a similar actiou is apparent on the part of the 
Baok of England, he does not consider that his returns waut^_ 
show that the increase and dei^rease of his circulation corrffM 
spouded wilh the state of Iheforeign eichauges. On the cont 
the variation in the amount of bis notes depends upon the a( 
of the year. "Our circulation varies very much according M 
the season":— 
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The counlry banks caunot ejercise such n. control over their 
own iasuEB as In reduce Ihem to some extent during a period of 
adverse fori-ign ejcltange. The only prticlical efiect that can re- 
Bult Irom their paying attention to the state uf the exchanjies ia 
to induce greater caution and trircumBpection in the mauagemcnt 
of their money Iranaaclions. Tho issues cf tlie country banks 
depend more upon the state of apiculture tiian any tiling el«e. 
The adv&ncFS of Mr. Stuckgt's bank to agnciilturists from the 
month o( March la the mouth of October are generally front 
4U,(XXU. to 50,000i. At thnt period the fanners are gcneiBlly 
poor ; tbey have sold every thing off; they want money for the 
seed time and to buy cattle. The money advanced M that period 
ia generally replaced in the winter. At one snason of the year 
the fatniera are depoaitora, or lenders of money to the bank ; at 
another season they are borrowers of money. 

Mr. Stul'ksv finds that the circulation of hia notes is highest In 

At what perioil ot tha ytir Is jour clieulalion higheil 1— In (be 



huniE with all tala pruducv, lie Itkei our circuIiIiDn, and it ti abiorbed 
In llie countr;. 

VoD do nal, thru, find tbsl the nilTaneei which you make for the l»- 
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any incn^ase of juur cirpoUtlon I— Nol so much increiw ai you would 



It does not follow, because SEsistance is rendered to agricnlttire 
by the oountry banker in liis own notes, that the circulation ia 
thereby incmased. 'I'he advuicu ia made out of the capital of 
the banker. If he puts out his own notes they may be re- 
turned tho following day. He may put out ID,DU(JJ. in his own 
notes in ono day, and in a very few days thereafter he may have 
5,0(K», of that amount returned. The withdrawal of deposila 
doei not increase the issue of tlie country bBuket, but rather the 
When any considerable amount is withdrawn from de- 
make a payment in London or 
one, not by local notes, but by bill 
e other banker. Mr. STi:cKEr 



denies tlint Ihe pijunlty banlccrB increiiae the cireolation by (he 
pnymctit uf dupoails, aiici Uiiiiks no piaclioal bankLT would eaj 
that. Ill nine casea out of ten depo^itt are nol p&id in IoceJ 
notes. No altenlion would be pyeu to tho atate of Ihe foreign 
richangeg in paying deposits. If the payment was for local pnr- 
poBes toeal notes might be giren ; but if, as is uauHlly Ihe case, it 
was for remittance to other quarters, aa order would be written 
imt accordingly. The country biinhGra are entirel<r passive with 
regard to their issues. They do not pisb (hem out. 

Mr. StucKET considers it to be impossible that the country 
circulation should be regulated in general cunformily to the 
fureign exchangee. It appears to him thai the country issues, as 
condncted in the west of England, have very lillle or nothing . 
to do with the foreign exchanges. The only circulation, in 
hia opinion, that ought to have reference to the foreign ex- 
changes is that of Loudon, as (be metropolis is the spot where 
the *u(Eign exchanges are generally pffeclcd. He has looked 
attentively to (he question, and docs nol think tbat Ihe ex- 
changes arc affected by the country cui;ula(ion. 

Where the country circuialion Is uniformly and constantly 
paid in gold, Mr. Siuckbv does not consider it can have any 
effect upon prices. To the subject of prices, as influBUced by the 
increase or decrease of the country circul&tian, be confesses he 
has not paid any pnrticular attention: — 
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ported, because ours it moiUj an agricultural oouoty. 




Tlw question applies (o Ihe elrculiiion of bsnka genenin)' other 
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mjr reaioni Is Iho opinion, that 1 Ihiiik Ihe country cirflukliun, can- 
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Hgulnledwithrel^nce to the 
it nay be detirable. if it cm be woompllshed. 

effecti!d 1^ — It in pouible that a aiude tnay be nuggaled, though 1 con- 
fe«i that at present 1 am iiot prepared to say how it cap be dk>ae ; but 

thobe who are ddw La poasei^iaii of that circuladon have a claim foi 

tor nearly n CBahiry. 

Mr. Stuckey statea that to depriTo him oC the power of issu- 
ing notOB would be to make a serious dlminiition of his bankiUK 
profits. " We make our uotes," bo statea, " at 2 per ceot., and 
we miike 5 per cent- of tbe capital we eo create." The regularity 
nnd coTrcctiii'BB with which his circulation haa been cundiicted 
has had " what may be called a moral effect." The loss of profit 
that wonli arise from withdrawing his circulation would dimi- 
nish the power of accommodating very much. The depoaila of 
his bank exceed in amount the wbole of his circulation. Ho is 
of opiuion that in the agricultnral districts the diL'posits are more 
than the circulation. " Our deposits are half as much again as 
oar circulation." The profit arising from Iha circulation of his 
bank Mr. Stucket estimates at one-half the total profits of his 
business. He does not believe that the entire deposits of the 
country is more than three times the ntnount of deposits in the 
Bank of England. The loss of profit upon his issues would 
diminish bis power of accomtnodation at least one-half. 

Mr. Stuckgi considers [hat the most mischievous conse- 
quences would arise from the suppression of the country circu- 
lation, more particularly if it was done hastily. If a new circu- 
lation was substituted for the old, and to the same amount, oiilesa 
it were managed wilh mnch delicacy, and some lime given, it 
would produce great distress. 

In the event of the foreign exchanges being adverse, and a 
demand for gold for expnrt taking place, it is the opinion of Mr. 
SiucKEi that the Bank of England has no otber means of 
making itself safe than by reducing its citculation in corrcapond- 
euce wilh that demand for gold, and he tbiiJts (liat some benefit 



inMild result if ihe Bank weictoholdacertnm quajitity of foreign 
sccurilles to be aTailuble daring the period of a drain- 
Mr. Stock ET would not anlicipnte 11117 iucon renience from 
a maximum being Bied for his circulation, or llie circulation of 
any couulry IgBuer, inking the circulation us it stuod at any point 
in tlie returns before the ccmmittee. No incDnreiiience could 
BrisG, " because after our pnpcr waa all gone we muat give coiu 
or Bank of England notes instead of it " This reason, though 
evidently not so intended, la the beat that could have been slated 
tu negative a piopoaitiau so absurd. 
Thoeiidenceof Mr. Stuceey tendato . . 
First, That the country clnmlatiou cannot ba regulated by II 
foreign eichanges. 

Second. Tliat the country circulation iliictuatea 
year. It is highest in -winiBr, and ' 

Third. That the foreign 
ooantry circulation. 

Fourth. That the counlry circi 
mand, and the country bankers 
their issues of notes. 



^^^ EVIDENCE OF 

Ht. RODWELL 

Srm uf Bacon, Cobbold, and Co. Ue is practically acquainted 
with the detail o( the busineaa of bia own batik, and the general 
mode of managing banking affairs in the district where his bank 
la situated. That distrii't la exclusiTely agricultural. Its a^- 
cultural character is suarccly qualified by the fact of there being 
commerce at the port of Ipswich, because that consists princi- 
paLj^ in the shipment and oiport of the produce of the adjacent 
dialricls, of corn, and mnlt manufactured from com, grown in 
the district, and in the import of coals and articles generally 
consumed by an agricultural population. There are no manufac- 
tures in his district. The circulation of his bank is ixot very ex- 
tenrivH in proportion tu the amount of the deposits. It may be 
nboat one-fourth or one-lifth nf that amount. The ciiculalioa 
lariel considerably al different periods of the year, and upon thil 
fact the followmg evidence was given : — 

Id which fanlr-Teuli your circulaEiDa the liigbesti — lathe btlt-fttg 
endiog In March. 

To wLatiloTouatlrlbulethatratitliuaT— To theclrcurailanceoftha. 
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the low prices which prevjilHi in the Boiumn of 1835. wpm likrJy to 
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The BniDunl of the issues of Mr. Rudwgll's bulk, he is of 
opinion, is legulaled only by Iho ilemnnii of his cuBlomera for 
agricultural purpuses, and what ia itquired iu their ordinary 
affiira. 

No loans noi advances from his bnnk would operate to increaao 
il» issues permanently, because they are not made by means of 
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May nottbBt pioduce lemporanlj, at leul, im incre»«a oJ your «r- 
eulBtion 1 — Temponril; It may, asiumlag that hb pay out awn aom 
met the counter: but thHn it Is a Ter; short iocreue indeed : &ny large 
■urn la rare to tetnm upoo ut, and 1> not abaorbeil in the neceiiuj 
circDlatiDn of the dlitrict ; there ia no rDom (or it. 

No repiaid vhaloTer ia paid to the stale of tlie foreign ex- 
changes in tho issno of notes by Mr. Rudwell'b banli. They 
observe the eictiaiigea as an index of the comniercial state of 
the country, rather than as a guide in the issue of nolea. 

Mr- RoDWELL conaideEs that increased prices invariabty lead 
to increased issues, but he does not think that they net and re-act 
to any citent, because the issues of a country banker cannot be 
kept permanently oul. Speculation dooB not absorb any great 
addition to the neceaaary eirtuJation in a district. 

He is of opinion, althongh this is stated with hesitalion, that, 
from the ciroumBtance of the Baok of England notea being cir- 
culated principally in the (treat oommn-fiBi towns, the largest 
proportion 'ot the issues, other than Bank of England, ia ab- 
sorbed in the agiiculturol districts. If it appears that there wu 
an increase in the country issues between the corresponding pe- 
Hodsof the years 1833 and 1335, which was B period of low and 
rather falling prices of agricultural produce, he would be dis- 
posed to account for that circumstance from the Bank of England 
issues at the time being diminished and pushed out of circulation 
by the increase in the issues of other hanks. He is aware that, 
in the evidence taken before the committee last session, the in- 
crease of prices which took place during the period to which the 
evidence referred from IS33 to 1836 waa, by aomc of the wit- 
negse^ attributed to the increase of issues on the part of iaauera, 
other than the Bank of England, but he does not believe that 
this can have been the case. He is of opinion that the greater 
the quantity of money in circulation, the higher would he the 
price of such arUcles us are the subject of speculation, at the 
same time he conaiders that " the incraase of the number of 
bank notes is the effpcc. not the cause," of a rise in prices. If, 
however, money could not be obtained, high prices could not be 
given. To prevent the elasticity of the circulalion would be, in 
hii view, to eetabliih a muciiniua beyond which pricet could not 
advance. 



If it wu cuniidtfrFd rigbt that during a perluJ ol sdiene fuieiga ex. 
change the luun of couQtry buihrn ihuuld geacrall; b« reduced, du 
jgn concf rtp ititt there wuuld be idj difflrullj in Iheir dalng lu in Ihe 

Mr. RoDWELL estlmateg the proflt upon Ihe circulation of his 
notes at 3j per cent. Were llie local circulwion ■witbdrawn, he 
is of opinion tbnt the people would be content with no other suli- 
■litule than gold. 

The payment of deposits does not tend to increase the local 
issues, but rather the reverse t^ 

WheQ jou p«y oul depositB, which hue been remaloing fa youi 
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when local notai are issued by one bank or by tiuincrous banks 
ill the same district in tomjiorary oi permanent advances the cur- 
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lition 1— Certainll, and Ibeo it would be the h 

il would rnd In the return to our tepnnte aceouuta of the tame amouat, 

Kbiorbed in the clreulallon. 

Would Bot a pertain portion o! the notes to advini'ed aUj out, and 
tonn a purllon of Ibe general dcculetlon, nolwlthEtbiiding Ihli weekly 

ai fou hare pet It, thai thiB ia ■□ advaoca of eapitAl to a particular ID' 
ilJTiduai fur a lempurar^ purpoae. 

At [he periods when pnyment of depoaits or advaiicGS ore 
madi ID enable Gie farmers l<> discharge thi^ir lentB, the local 
notca thnt may be issued for this puipose are almoal im mediately 
returned : — 

Hare ;oa experieacpd upon tbii Tciy point that, trhea the fixed 
periods of rent come round, the counlrj bankdni are InTiled to make 

period, until the escbinge takes place, Ike contitr; banker)' isinn 
genetallj are in adrauce I— When fatmeri do require amommodation Cor 
the payment of their rents, such is the effect ; the mane; la adnuced 
to the farmer ; he paji it to his landlonl ; the landkird lu his banker ; 
and this particular lisae petformi a very short evolution ; Iteithercomes 
back to us, the hmdlord being a customer, or, he being the ouetomer of 
another banker, il goes to our n^ghbour ; so that in point uf l«st It 

But tlie period of rent-paying being s fiwd period in jonr nelghbanr- 

far aecommudatian i the aceommodation ia immcdiUely applied to the 
payment of rent ; an exchange betnevnthe bankets of the neighbour- 
hood tikes place immedistely after the receipt at the rent, and the cir- 

eTolution; ia that the prac Ileal working of it I— It is. 



There i" always plenty of gold in Iho counlry. There wal- 1 
itbttndancc in tho banks at Ipavich during the preEsme in Loti< 
don in 1^39. The two privute brinlcB al Ipswich alune Iransmit' 
led a aum in gold eioeeding 40.U00(. to their London agfnis IS 
[he uourse of the year 1939. At that lime money irm eenl M 
London in large ainounla. 

Mr, RoDWELL hw considered the BUgge^lion of a sclieme for % 
circulating mediutn to diijplace the circulation or tlic ' ~ 

bankers ; but he doea not oiiderstand, nor can he Ivam from tt 
eridence of Mi. Norman, what tha details of Ms plan wer 
how he would carry suuh a plan into execntion. The sii^< 
of such a snccedaneucn aa a single bank of issue for the nun 
IDDS issues that now exist helrays an entire ignorance of thA-l 
practice and rusulta of conntry hnnking. He understands all that J 
Mr. NoHuiH has said, and all that he seems to have nuderstoi>d| -t 
apoD the Bubjeot, and he conceives it to he utterly impractii'abh£.| 
The proposition of Ur. Nokuah, that a premium of I5s. per cent>r< i 
might be pven upon the issues of country bankers, betrays "i J 
total unaaqunintance with the fctlings and dispositions of Count^H 
bankers." "Such a scheme," says Mr. Bodwell, "if pnici:- -^ 
cible, I am sure, from the cummuuication I have had with coiui 
try bniikecs, would never be atcL-ded to by them" ; — 

It would Dot bean ai!rreBbtegul>Ititation for a olrsalatton b»riB« 

bic DvcMiity of I greit dlminutloD Jor a vcrj long time, at nil eyrvU, 
' aDtnlltnted nirculation : Ihit i( to its, I do not tbink mj 
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If the dilScnlties and the dclHil were overcome, and such a 
meunre forced by legislative eDncluieut, il would be an entire 
sacrifice of the preseol system. Its proposal would be a great 
shock \n credit. The period of transition from one system t* 
another would bo a period of inapprcciablo diHioulty and dnngai: 
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in all monetary Iraneacliaiia. Il would affect hath baiikers and 
their customera. It would be atteuded with aa great disltcss ajid 
difficulty iu Lhe unsettling all arrangenLOnta and tx^ntracla na any 
meaaure that the legislature could suggest. This is not only the 
opinioD of Mr. Rocwell, hut the cpiiiioo of other peraona mora 
coDTeisant, more experienced, and better acquainted with the 
whole subject than himself. It Ib the opinion oC Mr. Albx.- 
jlnder, of Ipswich, who has been a banker for sixty years, who 
haa conducted a very large banking establishment with great 
credil, and wljuss views are in strict conformity with those above 
eipresacd. A. government paper in periods of political excite- 
ment would, vrhorever practicable, be acted upon diiadvan- 
tageoualy, There would be a great disturbance of it to the extent 
of political iufluencos and politieal partiaansliip. 

What ia called a " lighloeds of money" in London produces 
no effect ujon the citouiation of the country banker : — 

Whil eStet il pTuduned upon jau by wbat ia CDtniauDlj' oilled h 
tigtataeii oCmoDpyiu Lonilon 1 — Id pncUusit piDducei tliii effect: it 



You bare nut Mperienced that 1 — No. 

A diminution of the country circulation haa not, in (he obaer- 
valiun ot' Mr. Kcowbll, been aimultaneons with a drain of goH 
for foreign export, but it haa followed the drain. The draiu of 
gold haa increaacd the rate of discounts by [he Bank of En)iUnd, 
and haa tbua had the effect of altering prices. Prices are, in his 

fore, diminished circulation would he consequent upon a drain of 
gold, but it would not be aimultaneooa. It would only operate 
through the inltrmediate step of a fall in pricea. The dimimition 
of the ciicuUtion at any given period would operate in some dis- 
tricts iu a very diffeienl way &iiin what it would in others. In 
Borne C4ses a sudden contractiori, which other objects might 
render expedient, would he attended with very disBstroiiB offects, 
while in other districla such cunseqnences would not result. 
There is no means by which a check could be put upon the un- 
limited power of issae which at present exists that uould benefit 
the commutiily m any manner. Any plan which tended to upset 
the Tt'luliouahip or disturb the confluence in which ttic customers 



of tLe country Ijankers stand with, the bankers themselves, ot^M 
vbich interfereil with their credit, vould be attended with TOqrJ I 
dangerous lesults. If the country bankers were prohibited, ex< 'f 
cept uu tlie deposit of bullion, from isBULng a larger iLumbei alT' 
notes tban they had in circuialion at gome time paat, aay the lit 
of January last, this might ur miglit not affect tiiL-ir credit' ' ' 
thoir custometB, but Iho iDtoiletence would be prejudicial to 
bankets. In tuch an event the country banker would probabW 
not apply for leave to increase his issues by the deposit of gow 
He -would pay the gold himself, and not undergo the trouble fl" 
llskinf! perraifiSion to do what, in point of fact, could be ead^ 
done by himself without the inlervention uf a third party. Wenj] 
the circulatiou of the country baiiktra withdrawn, a larger imoDa 
of capital would require lu be introduced into the country dislricti 
to enable them lo carry on the same amount of bu^ 
they at present conduct. " It is, in point of fact, now 
of the country bankers standing in the place of capital." 
the same time it Is admitted thai, if a limitalion were put np 
Ihe circolalion of local paper payable to bparei, no le^^lati 
power whatever could prevent the circulatioo of credit in s( 
other form, such as gmiilt bills of exchange. 

The period of a drain of gold during an adverse eicbange Ud 
nol at ail felt by the customers of a coniitry bauker. They kno^d 
notbinB about the matter. The amount of accommodation givM.d 
Ihruughout the ccimtry generally by country banks is not affectsf I 
by the state of the foreign exchanges : — .4 

Du 1101 the coitDinrri feel il through Ibp Indlnposition which you bar* 

which they gtvebstoretotheirou-loroenl— I think, to pfraona entitled 
to credit, applying onder ioth eircnmstBtioea. the country banker would 
ib fu!t give the Bune ACCommuiInrlnD, tiut he vuuld da LI wtth a greater 



n teie profit ti> tlietdulfc 



I( lhE» d, 



■Cry bankers, though tbey may give 



Ler of curioiltf -, bid Ihoie nho do look it Ih«Ta 
irictiire, not sfl^aUil b; ttar dnio. [urlher Ihoo us 
in UD Ibrlr nilndi Dut Ihey voulil iitbci Ibe u. 



Do thej' rnafk iheir rililruM by cnnailing the period for whloh the 
idruieei ure mulr, niher than tbe uinouol 1— Speiklog from id} own 
eiperlcDce, I shoulil u; the loini ao made uc genenlly limiteil tor the 
period of l«o loonlhg. The idiani^e beinj,' s temiiurBry ulonce. lad 
for alBmporarj purpaw, "eeenerully in»kE 11(1 »ni ipeiking of oor 

Do yuuehoFKo tbalperlodin timeiof tlgMneisotoiuDeyiaLaDiIual 
-Certalnl, nol. 

A long aUiug Qf hypothetical quoations, calculated to elicit no 
beneficinl nuc salisfHClory result, were put to Mr. Kodweli. upon 
the Bubjecl of u subalilutiDU of bills of exchange fai local nolea, 
and weia replied to i;i n manner \ij which ihe commitlee do not 
iippeat la have been mnch KDligbtened. Hh repudiales the idea 
that in the event of a supprcssioa nf the notes of the country 
bankers they would resort to the expedient of supplying their 
place with smalt bills of eiLhange. It is not the practice of the 
Wkers at Ipswich to circuUle or pay away any bills of exoluinf a 
to their cuaturners. Individuuls miRht, in the event of a sup- 
pression of the local issuea of country hankers, have recourse to 
the expedient of circulating; small bills, but this would not be 
done by the baukers themselves. He is not aware whether, in 
limpa of general gloom and mbtnist, a parson haviuga debt owing 
to him is ieaa likely to be put off with a bill of exchange than at 
atiy other period. He thinks that a creditor who has money 
owing lo him will at such period be aalisfied with the same pay- 
ment and securilleB that he is satisfied with at any other period. 
If it had any effect at all in periods of pressure which hti bimself 
felt, he would be glad to take securities less in point of intrinsic 
value than he would at another period. So Ikr from diminishing 
any eril arising from the present syjlem of nredit, the introduc- 
tion of bills of exchange iu lieu of a local circulation would ag- 
grsTale that evil. 

We are utterly at a loss lo conceive the object or advantage of 
such quesiiona or answera as tbe followiug. They have no re- 
lation to the buBmess of the cuininiltee, and are what every maa 
who liiia ever moved beyond the sphere of his own fireside can 
form an opinion of for himself, but lo proceed to take evidence 
upon which ia really a mockery of common aenee : — 

Do ;oa think a period of glooD] and of a fait otprlcra la (liBgvriod In 
which yeuple would l>e Able to makv aatiaficIiDii for Iheir debti b; re- 



lenevted bllli ; but the queaiion wai with i 
crpdit. 

Hj meuu of tubillluting b; billi tat ptjBU 



gennnllT. Ibe wboleule deslen will be rupning Lhe gnMeit risk, at ■ 
prriod oCprrsiurp, or making Ihemieliea baokrupla; — I leall; cannoL 

Whnt satiBfitcliiiD for a, debt can a renewed bill be ? Theie 
cui ba no saliBrocliun of lhe dabl until it is paid in cash. What 
grealer risk doca the wholeeale dealer run by taking a bill from 
bia cuat4Jraar at one period than at another ! If he lakea a bill he 
ii doubtless aalisfied Id his ovn uiiud that hia debtor is able to 
pajr it when it becomes due. [f he is not satisfied uf his ability 
to pa; the bill, it ia not veiy probable that he will lake one. He 
will eilhcT have cash or hold his gouds. What a mau will do 
wheo pliiced in particular ciraurastances nu one can say until he 
himself is so bilualed. He must then act iu the manner that seems 
to him most expcdii'Ut. 

Mr. KouwBLL appoara to be of opinion-^ 

Firai, That the uouiitry circnlation yaries considerably at dif- 
ferent periods of the year. It is lowest iu the half-year ending in 
March, and highest in SeplKinber. Tbeie is no great variation 
of lhe circulation comparing correspuudiiig periods uf one year 
with another. The I'ariationa at different periods of the same 
jraar aiise from the amount at which agricultural produce aells, 
and the amount brought to niarkot. 

Second. The amount of the issues of country banks is regulated 
b; the demands uf their customers. No loans nor advances would 
lend to Hicreaso the amount of the currency. Notes not rei^uired 
]iy the wants of the district will bo returned almost immediately 
to the bank by which they are issued. 

Third. The local issues are not regulated by the foreign ei- 
chaiiges. The country bankers pay no regard to the state of the 
exchanges iu the issue of their notes. 

fourth. Increased price* lead to increased issues. They are, 
however, not supposed to act and te-act to acy extent, because 



the issuea ofa cuunlry bank cannot lie kept permanently out. It 
U not supposed that increaaed prices are caused by Ibe issues of 
country banks. 

Fiflh. The connlry banks have a control oyer their owe iaaues. 

Sixth. The exlinclioQ of the local issues would give a great 
shock to credit, and would be followed by ns great distress and 
difficulty as any meaaure llie government could auggcat. 

Seventh A drain of gold and an adyerse eichaugc do aot im- 
mediately affect tlie country bankers. 



■ EVIDENCE OP MR. JAMES WILLIAM GlLllART. 

Ur. Gi LUAST is the general m^iiagiir of llic London and West- 
micBtCi Banlt, which is a Joint-Slock Bank in London, but not 
a bank of issue. He was for six years and a lialf a manager of 
the Provincial Bank at Ireland, which is a bank of issue. Pre- 
vious to that time he wns engaged in a London bank for thirteen 
years. That bntik -was agent for about a dozen country banks iii 
diflcreitl pane of the country. Mr. Gilbabt has paid particular 
attention to the subject of circulation and currency generally, 
and is acquainted with the mode in wljich the circulation of the 
country banks is conducted. He attended the committee at the 
request of the Joint-Stock Bank committee, or committee of de- 
puties, and may, therefore, be understood to speak the sentiments 
of the Joint-Slock Banks in parlicular. Beuig requesLed to ex- 
plain the principles whith regulate the circulation of the country 
banks, he made the following statement : — 

If thp eommltlef wlU hIIdw me I will slat«. In tha lint plue, that I 
attFiid hem at Ibe rpquHt of the Jidiit-StDi'k Bunk Gummiltee ; a con- 
nittn irhleh ft eil\ the connnlllee of deiiulicg. It wu formrd a teir 

time airlrculii wu sdiiresscd lo sll ths Joint- Stuck Banks, requctllDg 

wu appoialHl, usually ctll«d the eominitl» of deputies. This eommiu 
tre hu Ellsted. hut has aot been lery acLiirp. from that 11011: ; bat aftfi 
the appolntmeot or (far cominUIeeDD banks Dtisme a general aieellng 
of deputies wu again called. I hari' tha reiolulluai passed at that 
meeline. and if agreeable la Ibe comnilttee I will read Ihem.ln order to 
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imtded as my own penonul opioioiu. Thcie mro the roioliillon> : 
■■ At B Bcnernl meeting of deputlM tiom the Joml-Slock Kinks at Eng- 
luid. Wsles, uid Ireltad, heldul the London CaffFe-houM, Ludgsle-biiL, 
on Thnnday, the 41h Junt, 1810, the Right Hononrable Thomai Pete- 
gline CoBrtenny In the chair. U v>9 resolved umniniDuilj,— Pint, 
That tliia meeting haia great pleiaure in recBiilog and adapting the re- 

iotereit of the Jolat-Btack Banki :— Second, That Ihe preeei.! node of 



nunity, and powertiilLy ptomotea the 
nerml Indiulry of the nation. *nd that 
lined by one bnnk of iMue : — Third, 



Inlereit orJuInt.StwIt Banka:— Poorth, that this meeiiaK approtei of 
the naminltion of Mr, Bluckey and Mr. Gilbart to lie examined an wit. 
neHciby the parllBinenury eommltlee on behalf of Ihe Jolnt-Glook 
Bank* i and they requeat Ihe eommitlee to exercise their a«n judgment 
■ad dlarretloa in aelecting n'lch other vilnessci u may be neceaaBry : 
— PiTth, That allp^^raobalnteri'aledin Jolnt-SlockBaiiki be requeeted 
to dommuDlcale to lho4e niembets oF Fariiinn^nt wllh ^hom th^y are 
aequainlpd Iha riewt eqlerUined by thia meeting, aa lo thoae amend- 
mnila of IhE Uw xhich ate conaidered desirable, and the prrjudigiat 
effivU that would reiult from the e>Ubluihnignt uf une bank of fuue 
throughout the country :— gUlh. That coplei of Iheie rewluliuna be 
ami lo Lord Melbourne, the Chancellor of III,- Exchequer, thepreiident 
ol the Bi»nl of Trade, and tu llie Chairman and membera of the Par- 
liamentary Cnaimlltee ',— SeTenlh, That Ihe cordial Ibanki of thia 
mcellng be preaenled to the Right Hunourable Thomaa Feregrioe 
. Courtenay (or hia able and conrteoua conduct in the ohair. OUrer VUe, 
bononry leerclary.-- The letter to Loni Melbuurne. which in referred 
to In the third leioluUon, it ia perhapi hardly neceBHry to put in, ai it 
relatea lo the law of partnerihlp and other matlen not ncceasarlly con- 
nected with iaiue. I think the laaa which regulate Ihe laauea of connlry 
buki are derived from Ihe itate of trwle in Ihe renpecllre dlntricta In 
which Ihoie baiiki are eilablished. and 1 think tboie Iowa mual be uni- 



on on Ihe lait Saturday of April, Auguil, and December 
134 10 Jg39 inelitalvfl, ^m whinh it aiipeara that th* 
ofclrculaUon ii in April, and Ihe lowcat In Auguat; 
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rrurn August, u It would 

PAielhdr cirnilnHan to rellere thera^ 
obllsed. In ounwquencp of the prei. • 



I 1: 



riclly t 



thoieyeul, ipd the conlrsctiou of the circulation of the Bank of Eng. 
land. 

VitriatioiiB in tlie amount of 'Ihs country cirrulation not within 
the Bameye-ar, but taking coiresiiondins periods of HiiTerGDl yeiiTi, 
lie determined, it is preaumed, by ihe state of trade m the 
country in ihoai? different yean. By this is underelood Ih'' Btato 
of prices, bul. if there is an increase of trade without an increase 
of prices, more notes iriil be required lo circulale the increased 



qmctity of coDunodities. If there Uaa int/reiue of coniinodUieB, 
uid an iiicrease uf prices also, a stUI greuter amount u( notes 
will bo required. Tlie amount ot the counlty circiiliiiion is re- 
gulated by the amount of truisactioue. iucludingbotli ibe quantity 
of comuiDdttiea and the prices at which thej sell. The laws 
which regulnte tile circulatiou of the Bank of l^cgUnd aud Ihoge 
which regulate the country circulation are bo difiVrcnl that no 
light conclusions, by fixing upun certain periods, cau be funned 
OS lo the correapoudence between the two kinda of circulation. 
This diffsrence is thus stated ; — 
Will jou proceed wlih ihit 



thoK liwB whiob affect tbr 
pniwliiMil dlTidiuds ; ihoi 
in Ju]j, and In OgIdIih ; 
mlltM I find that Ibe n 



i( Eaclaiid. i 
on. is thB pj 



ta jiubltihedby thuea 



December. Tbete a 
nontblf ayeragoB a 
plM bj the flrat 



ilion of Januac)' ii higher than eilher I 
rculallDa ot April is higliei then either tl 
, ol July ia hlBhrt thin that at Aagm 



sda;, and u the dlridi 
nellmea nut by the 



Id October, la bluher 



TUHKtv la tbB Modi 


.— (Appe 








Moothi- 


ISM 


mi. 


ISM. 


1837. 


laa. 


1839. 




t 


£ 


£ 


£ 


£ 


£ 


JiDoiry... 


\»,at.M 


IS.Ml.MO 


17 .1163,500 




l«,B«Jii» 


ie.ssi.8M 


FihroaiT.. 


}3,-IM.2 >u 






18 53 ,7M 


IS.3ie.UM 




MareiT?... 


i8,T«,;oii 




17.81 lisM 


l7.Ma!x9l) 


i8aBi.7iio 




iC.::::: 






IS.H»,-n« 




I9,*ai! wu 








is.oiwawi 


isi.'iig'BOu 


la.-UfiiM' 


ii:tli.'(iO« 


Jom 








la.iifi.M II 




Jul/ 








iiB.m.m 




ALVUt ... 






■ > lU.iiS.OOl 


lV,78S,u™ 




S^embec. 








ix.Tii.im 


niiTLsoo 








■ ■'.li.i isissalew 


18.S!9.I1DU 


1, 214. wo 








...» iB0.0 7SO 


is,4ot,mio 




DMambtr. 


niaiiiiu 


iMii'j.Cou 


i6,W3,;S0 


7.lT«.iO0 


17,718.150 


isisieioiM 



dflDdl. — ( AppendlK, 





IBM. 1 


LS13. 


lass. 1 IS3J. 1 1838. 1 ISM. 


JMlUlIll.. 


ir./.....' 


.,.*„, 


,-;m. ,:..'. \:AJ.U,m 


^1 .... 
M, I.. '.'.'.. 




^Dulni 


..■,-,'jira; IS, 111,(100 

17,iau,UlHl l8,:M,0Un 18,6I6,UI» l«*it.MO 
llB,d4I,(M0lia,TG4,«Nl{lft,3Di.OllollI,04«.OaO 



It villbe petceiic 
In (he elnuUtJDB, vi 
ADuJler amount, in c 



periadB of compiriion belwHn Ihrj ciniUitUin of Ibe Bonk of Ensiud 

Doei cot Ibat] DbiervtUun rehii to campuUuai of dISeront pcrloil* 
iolUe tme year ! — Yea, »qd virliUon! fmin jett to jenr also, unle» 
you tike the stme munlbjL In cotDpiring two or ttiiue jean t^Jgrtber, 
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k af Englin. 

At tilt' periuds of the payment of llie divideiidg by the Bank of 
England iho gold is found to diicreiise nbout 3UU,OO02., unless 
extraordinary ciuiseB shuuld operate, Buch as a drain of gold. 

The diff<^'renl laws ui eircnmBtauces which govern the circula. 
tion of the Blink of England are thus described : — 

AuDtber Un which goTfrni the circuUllon of Ike Buk of Engl 



tauUioo. 



If (he Bink u 



n, ii thai 
Englit, 



i uic of buUioD 



inl of Ibe bul. 
; und I miul 
it the Buk of 



hethei 



only 



hetfaer 



I, Bod would 
idon cltcul*. 
.ave dWereat 



Dk puTPhasfl a luTge oinuunt or bul- 



Dt circulation Id Ihecoun 

Btnk Df EDgUod or the c 

lion In Loadon, Ihat Immodialclj' dliturD) me propuclion [Hal viinea 

belweeii Ihe LoDdoo ctrcuUIioD uid ths connliy cUiulalian; and on 

Die utberbandiif Ihvrels a demind fur buUloo [o go abroul, and bullion 

b lotd at the ceolial omce, that will contract tbe ciroulatioD, and con- 

counlrj. ir, Iherefura, the liabUily la a disprupordon in amount 
belveen tbe cuuiitr; and the London circulation is a de[«tin Ibe exist- 
ing lystem, it l> a derecl <rhicb the establistimeDt of onl; one bank ol 

the Bank of Etigtand, but which cannot operate upon tbsl o( the 
counii)' banki, is the Ini^reus and dlmianitDu ol the circulation at Iha 
Bank of England, arialug bum the purchue and aalruf Eube^uei BiSs 
anil guTcmment sCack', for if the Bank of Eu);laad purchasei Exche- 






Bills D 



IB the c 



7 banken 



stock,. It .r 



:h Eiuhequer Billa or gorsmment slock with Ibeir i 

of London and o! the eounir;. Anolhei law which regulalea the clt 
latioD uflhe Bank a[ England 19 some ou»b^»hich ths Bireulitioi 
the Bank ot Englind is alwijs at lis lowest point in Desember. ' 
circaUtion of the Bank orBnglaad ebbs and Sows four llmea in 
ym : It is high in Jaauarj-. anil descends to March i it rises agidi 
April, and descends to June; it rises again in Jul;, and descendi 
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netted nlib December, Ihil nhilo the ci 
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Bid 



FOnd Ibat oltha prei 

! I the cirsulatloD dlminiabes while tbe gold increases. Now, u 

* or unl(urm rule, bj which Ihese uulfurm elTecti are prodoced. 
; know tliat I can give an sjlequme cause : hot one lery con- 
3 L-agw, nu douX Is the pajmcnl oF the goremnient duties. 
ike place at Ihe end at Ihe year ; tuT I Snd that in evcrf Do- 
Ibere Is cunsldi'table increase in Ike public depositi ; i ' ' 



. ol duU 






thsnftin Hut thf elTHt ariti« net utlho dLiectori of (he Bulk or Eng. 
lioain IncnruiHg Iheli iataes b; Idrrpisrd ditcouDU sod Incri'ued 
■dTunrH i> cuuntelictnl bj those nuLei Ihui Issued b^iOE paid back in 
tbs pijriaiinl uf the public duties. 

The pnymtnt of Iheir balsncea by the Excise and all public 
depBrlmenis in Dei^nibet is llie cause of the fceneral increase of 
gold in ihe Bunk of England al Ihnt petiod of the year. The in- 
cieiuB uf gold during lliHl moalh occura so unifoimly that it is 
D0t preBmned to arise from impurtatiou. Allhon!;h there is uni- 
fonnly a considerable inersnie of irold at the end of Ihe December 
qnarler, lliern is, QercrtheleBs, a, decrease of Che circulation. In 
ibe year 1335 lbs i^ald im-Teased from tbc Ent week in August lo 
the last week in December from 6,2bb,0O0l. to 7,718,0OOi., and 
yet the circnlaiion of the Bank of England diminiabed from 
i8.085,0UW. lo lS.3G4,0OOi. In 1837 the gold increased from the 
last week in Auguat from ti,^4,IXX)f. to »,795.()UUi., yet between 
Ibeae Iwu periada the circuhtiun decreased liom lS,8e7,UUU/. to 
17,(l2e,OOU/. Ld 1839 the gold incraased from Angnsl fraia 
'J,430,UIIU2. lo the Uat week in December to 4.a32,00(», yet the 
cirotiktion decreased from 17,982,0(X)(. to 15,800,OIXK. H thos 
appears to be a unifurm law that the circulation uf the Bank of 
England should decline in December. Mr. Gilbabt can give 
no nlUer explanation oC this than what arisM from the paymecl 
of tile publio reveBuc. but he ia inclined to beliere that then) are 
other causea nhich produce a depression of trade at that par- 
ticular time of the year. With reference to tlie payment of the 
public dividends, the Bank of England advances loana in De- 
cember before the dividends are paid, which luana are discharged 
alter the dividends bts paid, and ihus the fincluation in the cur- 
rency is Viry considerably diminished from what it olherwiae 
would be. If wa had a bank that conld not do (hia, and the cur- 
rency waa issued upon what is called currency principica, then 
the CHtNCeLLDB of Ihe Exchequer would have the whole 
amunnt uf the Jannary dividends in bis slrong-room biifore La 
could pay (beai out. From the circulation of England and 
Wales, ounsisling of about 28, 000,000)., it would be necESsary to 
collect eight millions and a half, and lock them ap in the cnstodj 
of the government, previous lo the payment of the dividends. 
This amoiint would then, in a contracted state of the currency, 
bepnid out at once, and thia operalion being repeated four times 
in the year would of course produce the most violent oscillations 
in Ihe circulalion. By Ihe present plan adopted by Ihe Bank uf 
England of making advanres previous lo the payment of llie di- 
Tidends, -which arc discharged afler their paymeut, the fluctualioD 
in the eumncy is only two millions and a half. He knows of no 
other means uf obviating variations in the amount of the circula- 
lion of the Baiikuf England than the present anangemenl of ttiat 



ortablisbment. If tlie (liTidends iiere piiid more frpqiiently tliaa 
thcj Duw are, the TarL)iti<in9 in i!id circulation would be dioii- 
uifhed ill u cotrcsprindiiig degree. 

Ad incrpiua of the uninbi^r of banks of isaua in tlie countiy 
does not appc&r to hnvB any effect in iiicreastng the amount o( 
the circulntion; nor iloeq it appear that there ia any correspon- 
dence between tlio variations in the circulation of the Bank of 
England and that of the country hanks : — 

Will you ptoweea with your ■lalemiml 1— I was going to Hite Kith 
nfervnce to the oountc; Flrculslloa, that tb* loccHse of lli« number of 
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EuikA ot tuue on tbp laiL week ia April, AagasF, 
yean 1834 to 1839. During Ihosesii jearB, ftoi 
Deceinber 183B. lbi> prlwte bsnks of iarae ham ii 
181, and Ibe Julnl-Slock Binkn hare Incn^aiol tr 
niirkf nierel} the jnoteate of the head omeei of I 
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cuunlTT clrcnlition hB.d dlmiaiahed. ind it 
on of the Bank of Englana biMl dlmlniihcd 



Decenibei,tlitt&b'>'<'>tdeBlorBUl<lispiiidliitulheB>Dk.of BngUndb^Uie 
London bankpn. Tha Londou and WeilmiDteT Bank, with whinh I am 
eonnei:Ud, leutlotbeBank uf Engliod, in IS.IS. 1,308,395 suienlgai 
and lOO.llOJ. id <llrer. In the yra 1840 our buk seot to the Bulk of 
England 1,872.900 lotfteigni and 170.7001. in iii.et. Oflhii, ho«»Ter, 
I abculd BlatiF, we had rMumcd as light SB2,tlO BaveTclgna in 1839, 
and fiaa.460 in 1840 ; we ihuuld bare sent mure gold to the Bank of 

we do not now lend liiv^r 10 the Bank of England, because Ihe Bank uf 
Englnnd hive dHlermiued nol to Uke liiier fram Joint-Stork Banks. 
I ha*e told the dummiltee that 1 was rurm^rly manigcr ot a Joint -Stock 
Baokoriuue la Ireland, and t have attempted to diaooifi 



whig! 



I island 



.r that 



. - --- a the 
7eai. TbiJi. which 
a ot the Bank of 
n ot the braacbe* 



iliUonofthetriih J'dnt- 

1198. It will be ohwrr^ that thuie period! ace Iht aame ai those 
wbioh 1 refETTCd to in Ihgeh'culatianot cheKngliah countcy banks. The 
law of circulalion ippean to be diffeienl. but Ihey agree prelt; neail; 
Inlhia, that the loweil point oraircnialion » the latter end of Au|;iul : 
but the highest point of circulation in Ireland ia geoeriilly the end of 
December, or the beginning of Januirr, and [com December, or the be- 
ginning dI January, It declines ; hi that the counIC}' clrculitloD of Eng. 
land ia Bfltancing eight inoalhaand dec ' '--'■--'- 



IS (on 



■iS^t- 



Witli teganl In Irelnnd, the circnUtion of Dublin does not vary 
much. The i:iiciilation of the branches of ihu Bank of Ireland 
vaiita more, and the circulnlion uf the Joint-Stock and priiate 
banka in IrtlUQd Tsriea cansidurably more. In the fear of the 
Joint-Stock BankB, 1S3G, there Wiu n departure from the lair 
which UBuaUy uuircasca vhc Irish circulation very rapidly het^ecn 
thBmonlhaofAna'JSt and December. In 183tj the Agricultural 
and Com mote iai Bank oC Ireland stopped payment. That was 
foUowad hj a drain lot gold upon the other banks, and the cir- 
culatiun of those banks was {ban reduced at the end of 1 83S. 

The unifoccn incruase of the Irish circulation lowarda Decem- 
ber ia thus accounted for : — 

To what do ]du attribute lliii unitorm Incrcue at tha Irish clraula- 
tlOD lowards Dectmber 1 — I attrlbale it to Ihii Iride in eora aud bacon 

111 eTery jfun the produce uf the batreat cammeuceii lo bp brought lit 
Burkel Id Beptember ; but the bauon li made In the beginning at Outo- 
twti the bacun mutt he made in cold weather, aod therefore the fisa 
are reared >o ai to be fit fur killing the lat Qf October ; and ia the be- 

cbate pi^ At Lhe dUTerent markets, and thej get note* from the bank ; 
the cattle tnJe Is cundacled in the Fame waj' ; meo go to the market lu 
bay pigi and catlie. and take them orer to BTistol and Lirerpuol, but 
ehieHy to Britlol, (rDm the part where I was; now thuse nutea are 

■heir capital uoemiilojed, lodged It aa deposilt in ttie bank ; then, nben 
the leaioa for trade commenced. Ihe; drew out their deposits. In tha 
tana of nolo*, aflenrards ; they brougbt ua bills upon llelr factors in 
Loudon, and oar notes were iuued in dlteounting Ihute bills which they 

Ibelr pigs and cattle over Ig Brlslul. and sold them in the railous mar- 
ktli and tain In the west of England, and receiveil the notes which 
were elrculaUog in that dlilricl. and toolc thera (o Mr. Stnche]', and got 

oar notes were Issued, io the first place, by (he withdrawal of depoaita ; 
ascondly, fur the disconnling of bills in London, drawn agsinst the ex- 
ports which were made ; and thirdly, fur the payment of letters of credit 
which had been obtained by the parties wlio bad aold Irish ealtle In thi- 
English market! ; the notes were, therefore, drawn out by the traUe of 

those Dkiti-s, unlaia we wished to eramp the trade of the cODDtTf. 

With regard lo Ihn circulalioa uf Scotland, Mr. Gilbabt pro- 
duced Iwu tables; one made at Ihe same periuds aa Ihogu of 
Ireland and England, viz., in April, August, and Uccember, from 
Iheyear lS34tol639; ihe olhur made for the periods of March, 
July, and Notember, because the periods of March and Nuvem' 
her are the highest and llie lowest periods uf the cirqniaiion of 
Sootliuid. 'L'ha circulation of the Bink of England is lowest ill 
December J (hat of the Kngliah coumrv banks is lowest in August, 
tnd tlw circulation of ibe Bauk of Iielaiid is loweit aUo iu 
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AiigiMt; hut, in regardlo the circulation of Scoliand, the lowwt 
point ie Ihc end of Marcb and the higheat in NovemlwT. Fiont 
the tables of the Scotch circulation delivered to Ihe committee it 
appears th&t in the same monlhs in each year there is very little 
TorialioD in the amount of tlie ctnnilation. There is a general 
uniform increase from March to Mavember, the circulation in- 
creasing e^ht months in the j'ear, and diminishing four months 
in the year. The number of banks in Scotland from 1834 (o 
1S39 increased from tweiity-on« to tweaty-eighL This coiiflrma 
the principle that with respect la the country circulalion of Eng- 
laud the increase in the number of banks does not produce a 
corresponding increase in Ihe total amount of the circulation- 
Mr, GiLBiBTolsoprodiiCiida table conglr noted with a Tiew to 
show (he variation of the general aggregate circulation of the 
country, and lo illuatcate the fact that the circulation could not 
vary in a siiuilar manner, and in correspondence wilh the de- 
mands of trade, if there was one bank of issnt- only ; — 
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hire stihle of Ibe taighentiadluu'i'Blmotithl)' treragei 
of Ibe Uuiled Kluudom during the yem 1834 lo 183 
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HtghMtamuunl .... 


Deccmbir. 


ss.ias.BSai 


i.ni.si 


IllBhMiunaunt .... 
La«Mt amoant .... 


Ap.ll. 


MOIS.iM.lt 


3,m,-t5 


HlgH«i;^jnnDi.nt .... 


Arril. 


SSiS} 


2.m.SB 


Illl1.»i uDonnl .... 
Lowmtamminl 

Hlgheil amoont .... 
I.DW»lani»unl 

Hisheiiii'niounl .... 


HoKmber. 
Uveh. 

April. 
D«einli«. 


S8.M2,l95l 
Sl.Br7.06j/ 

ST'.B5Ma I 

in, M 4, He* I 


S,fl37,29 
4,710.121 



huH ootpicoutil not bp relumed to the itiuing bank. becBuie. being 
■lued upon nhu are cilbd curreDej pdnciiilpa. nol bankiDg prlncijilee. 
loa could anlyrelQtn those nulea to t!ie hmk in >-ich«iije Tor gold ; and 
f you return^ then in exthauge for gold, and put Ibe gold in clrcula- 



iofmone;. wtalc^ vouldre 



liDdE required the eucmici to be increued. 

What du you mean by the wtpteMion ■' onrroDCy prinelplet" 1 — I 
mean by the phraae "iniriynpy prlnclplm," a bank wbleh ahall du 
nolhing el>P but Luues uotet for gold, and gold for nutei. 

HiDBlimc't wonldilalelhallnierely Qiedlhoie WDidiin thei'eniDin 

plea, whioh Ihey call currency ptinelplea i 1 do not at all admit that 
Uioae a» Ibe conect priociplei upon wbioh tbe euireocy aluiuld bfl ad- 
mlnlitered. 

ThBCB ii no uniformity at all in the periods of Taciation. of Ihe 
aggregate ciiculation. 

Willi regard to tUc diatinction between the circulation of the 
Joint-Stock Banlca and the private banks, it noa shann by 
tables proHut^ed Ihat about the year J835 or 1836 there was a 
very considerable increoae in (he niimbeT ot tbe Jotut-Stnck 
Banks, and also a very conaidemble increase in the country 
circalation in the latter ypsr. The proportinn uf this increase -was 
very much in fHTOur of the Joint-Stock Banks. Among the 
causos which led to that very great increase in Ihe circiilatioo of 
Juint'Slcck Banks iu 1S36, one was that a very large nuiuber of 
prirate banking establiahmoD is became melted into Joial-Siock 
Banks. The tolal number of priTaie banks previous to 1837 
which hecame merged in the Joinl-Slock Banks amounted to 
113. inchidiug brauchea. Very few iiniuna of a similar kuid 
have taken place eince, although tbeie hare bteu aijme. It is 
tcnnd that uuce the year 1S37 the prnpoition of the Joint-Stock 
and private bank circul.ition mainlained throughout the couulry 
has nut been subject lo any svrioiia fluctuation. The variation 
in the circulation of the private atid Joint-Stock Banks has re- 
mained nearly the same. When the circulation of the piivale 
batiks hns declined that of the Joint-Stoctt Banks has declined, 
thus proving that (hey are both Bubjcct la the same laws. This 
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proves also that the chargo against (he Jomt-StiKk Bnnks 
of endeiivouritig to uitetiil Ihfir circtilnLioo at the expense »E the 

they hnco not the power of eiteiid nn their circulatiun as they 
please at the espense of the priTate haiiks. 

The variationa of the coanliy cicciUiion, as compared with 
the fluctnatioES in the amount of bullion in the cnU'era of the 
Bank of l^uicland, hare been tested by Mr. GiLBi.at in the fol- 
lowing manner :— 

Thli table, which I now hold In my hind. 1i cgrnlnicled to the 
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From Ihe diffurptit tables placed before the committee, and' 
oiplained by Mr GiLBini, he dednces imporlanl general con- 
uluaiunl, lu ri^garda Ihe T.uinltons tu the cauatry ciri^ulaliun. the 
circuUtioii uf Sculiand and Ireland, and the ciicuUtion of the 
Bank of Eiiglnnd:— 

tibli^i f 00 htie put in T— The itenent foaclusion 1 nonld driw is, Ibat 
thr Bink of Englind I9 gavprDAl by uerlim liwa which dii uat apply to 
the cuuntTT cireulmioD ; that the coanlry cireoktion of Knjland is alio 
go«cmrdb; liiti pe.:ullar ID itifir: that the circnIatiDii of IreUnd l> 

ii:ulUr to Itseit; that tho<f respcciiie circn- 

. '.he amiae period of Ihe jear ; and therefore 
any ajsteui bj which all those tbtIdus clrcu- 



rity at this eountrjr, which, by reeeirii.g the surplus capital of 
It iliilTiete. aod giving ooE the eapllal Cur the encouragemenl of 



or oonlrarlioni lake place at different perioda of Ihe year lo different 
dl«trtets| tbe circulation expuids when the waula of trade require It, 
and wheu DO lunger wanted It ngsin returns; and I thi nil this beautiful 
ITStem, in the language of the resolutions passed by the deputies from 
Ihe Jolnl-Stoeb Banks, "has greatly promoted Ihe ■gricullure. trade. 

He considers Ihat paper issues ought lo be couYeitible into 
gold at ihe will of the holder, fis that icuuld be a ni'cejjsary check 
ogainit over-issae. The country bankers make no lefeience to 
Ihe quantity of gold Ihat may be in llie cuunliy in issuing their 
note*, but ihey take into acouimt ihcii own abUily to discfaarge 
ihoae notes when returned to ihem fur payment. They do thia 
by keeping McuritioB aTailable ibr the purpose of being aold when 
Tcquin^. They make no reference to Ihe state of ihe exchBiiges 
-vriih the view uf regulating the amount of tlieir circulation. Bnt 
bunken, whether of biuiks of issue or not, notice the exehanges 
as naturnlly as they would uutice tlie price of the funds, in order 
Uuit they may be able to Judge aa lo tUo future viluo of money, 
ao as lu exercise Iheir discretion in making inveslmenls. They 
do not Qolice ihe exchanges with a view lu making the amniinl of 
their issues currespoiid. If they sec that ihe exchange ia likely 
lo becomo uiifsTr"-*^^" ,i.»,. ..^rii u. »..^» :,..,.. ... ...u:«* 




nhen they found the eichan^ favourable, 
lion on the part of Llic counliy banks to m 
reapimd wilji Ihc amount of Uie bullion in tlie Bnnk of England- 
!□ the CBso of a p;cneraliiin for gold the Country banker would 
depend upon the etock he had in hand, and the farther stock he 
mi);ht revise by a aale of eecurities. If all parties coDtiiiued to 
issue, none of them having reference to the state of the ex- 
changes, but relying upon the avadable rcaourcea which a sale of 
gecuritiei might supply, it ii not cousidvred that there would be 
any danger of a, suddeu demand for gold, &nd an innbility on the 
pail of those issuers tu dischuTEe their cngagemenls in gold. 
Each hank would take oje of iiself. If it is supposed that the 
whole circulation of the country comes in at once and demands 
gold it is quite clear that gold cannot be found to pay it off; and 
that is equally the case with the London banks which are banks 
of deposit. If all the depositors were to come logelber at 
the same time and require their deposits they could not 
be paid, but the bankers could realise their securities and 
pay them off if they came gradually. If there was one 
bank which had the charge of the paper circulaliun of Ihe 
country, and had the means, by conBlant reference to the 
state of the exchanj^es, of determining the amnunt of paper cir- 
culation, that would not aOurd any greater security agaiuH a 
suddeD demand for gold than is at present afforded by a great 
many issuers who pay uo regard to the state of lliu eichaiiges. 
The check upon the system of issues now in operation is already 
complete; — 




nerated and described apply equally to all issaers of paper, 
preFeut undue issue, and render ULmscessai; any refeience on 
Ihe part uf eaclk issuer lo lliu stale of (he exchanges. This is 
not, however, the case with the Bank uf England. That estab- 
lishment has the power uf issuing notes in eichange against bul- 
lion, and in the purchase of Exchequer Bills and government 
stock. Notes put iiilo opcraliun in that way, being thrown in a 
mass upon (he previously existing state of trade, have the eifect 
of raising prices, reducing inleceat, and turning the exchanges. 
If they were issued ntetely to pay for transactions that have pre- 
vioualy taken place, and wem drawn out by the operations of 
trade, they would not produce the same results. 

Mr. G1LB1.HT does not questiun the possibility of such a ease 
occurring as may render it necessary for the Bank of England to 
i-onlract the circulation, nor does he dispute the influence which 
would thereby be produced upon the excitants ; but as an ordi- 
nary principle he contends that Ihe Bank of England ought not 
to expand the circulation so as to cause the exchanges to bo un- 
favourable, nor calculate upon a contraction for the purpose of 
correcting ihem. He thinks Ihat in ordinary times the Bank of 
England might hold foreign securities, by which Ibey woidd bring 
back gold to this country, and thus prevent any necessity for a 
contraction of the circulation. While the expansion of the dr- 
cclation on tha part of the Bank of England has the effect of 
rendering the exchanges nnfatuurable, no such result can be 
produced by any expansion of the circulation of the country 

Whi ihaiild not [he eipauilan or th? elicuUlion oa [he par[ ot the 
country luuen produce [he tame efi'ei:[t — Becauie the counlr; cimu- 
Utlon H under chechi. wherex Ihp Bink ot Bngland circuLillon is not; 

■bUodi whish h»r Ukeo place, and [o the extern only required bf the 

hu the paver uf loereaaing Ihe ciraulatluD by [he purchase of Ex- 
chequer Billi or <[iii!k. or by pureliulng liullloii, and throwing a mail 

If the Bank of England would allow themselves to be acted 
upon only as the country bankers are, they might satisfy all the 
legllimale demands of commerce without any danger. What- 
ever the slate of the exchanges might he, and whatever might be 
the progressive diminution in the amount of bullion, (he Bank of 
England might be relieved from all necessity of referring lo either 
uf those circnmstances. If Ihe issues of the Bank were regu- 
lated solely by the demands of commerce, the exchanges would 
very seldom become unfavourable, and upon this point we have 
ihe unlhority of Mr. IIothechild, delivered before the parlia- 
meiiury coolinittea in 1632, who stated that, in consequence of 



oni bein^ a large tnanufactiiTing country, tho DBtnral ■(&(« oT 
the BKcliBiiges would alwaya be in favour of ihia connlry, aud 
he even cuulended thai foreign loans aud the purx^ha^e of com 
occasionally were neeesaary in order to get rid of our BurpIuB 
treasure. WilhonlgoiuK so far as Mr. Rotiischii.I). Mr. Gii.- 
BART thinks thai if the Bank of England were acted apon pas- 
sively by Ibe slate of traJe, without eipandingor conlrar' ting the 
circulalioii in any olher way, Ihe foreign eiclianges would never 

culalion. The legitimale demands of commerce may iilways be 
trasled to as a safe test of the amouut of ciiculntioa onder atl 
circuniBlaiices. Even during the period of a reslriotion upon the 
Daymeut of Dotea in gold, be thinks that the demands of com- 
merce would be B safe guide. At Ihe same time it must be kept 
in view thnt commerce has extraordinary seasons as well asolher 
things, and it is quite possible that in (he commercial as well Ba 
in the natuial world extraordinary events may occur which may 
require extraordinary reujedics. The reason of requiring notes to 
be couverled into gold is to prevent any great flucluation of 
prices. If they were not convertible inlo gold, Ihe notes of the 
Bank of England might be issued to excess, and cause an arti- 
ficial advance of prices which would be an evil. If the notes of 
(he couulry banks were not convertible into gold orBank of Eng- 
land paper, they might be issued to eicess also : — 

If there wiinollhFcontrolotthe CDBiBrllbLIIty of paper Into gold, 
bow CDuld the i-OUDlry banker l>sur in rxoMil—Ueoould iuue la ei- 
ceai by issuing upon non-comniErrW >ecuriti«i ; he ralsht sdrince 



The effect of excessive issues on the part of the Bank of Eng- 
land is thus described ; — 

Take Ibc 5«r IB3II, da yon conceive that there nu no riik to Ihe 
eonverlibillly oClhe paper uf the Bunk of Englnnd In Ihal ycir J— The 
BunkofEnslnnd had! very little itock o[ |^ld, and tKry might have 

upon themtFlvet by the eicesalve iiiue in IB37 ud 1639 ; and there- 
fore that ii ODD lusUncB oC the eiil of an etcessl?eiaiueDC notFidatini; 
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la Ihit rear ttae Bank msde l>ri;e puTchu^i et gold ; it was, 
iiilhrb«glniitDKoriS3ll thai the Bank had ao much gold thai they »iit 

Da yoD conceive that frum the luiiiiaer of 1S38 lhe circulillon of Ibe 
Bank of England waa laiued Id anj' other manner than to iUittj the 
IcgiKmate demand* of eomniercel — During thai jear a large amount of 
the eirculailuu of the Bink of England waa iaiued againit gold, »h<eh I 
think wa> lhe main uanae of lhe pnnic in 1839. The eiunslve iiiue of 
■he B*Dk ot England, wh<-n there wa> ni 
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" The Bank of Engliiiid has lhe po' 
ccssive issue of paper un\il lhe eiicbanges lu 
of the Bank of Engluid affects the coiinlrj 

duces ibe rale of interffit. If the Bank issues QOiea to excesa, 
tliat leada to lerj grent epeculalion, and lo an increase of the 
domeBlic tra.ngai:tiona uf the counlry. Those domestic ttuia- 
ocliDDS require a luger circulation to oiry them on, and of con- 
aeHuence » larger amount uf country notes will be drawn out. 
It iBonl; frum the BlitnuluB given to the dDmealic trade of the 
counlry by the low rate of iutercst that the country circulatian is 
inereastd. It is possible that a peat spirit of apeculation might 
eitiat in lhe country without au eiceisive iaatie by the Bank of 
England. An increase of the domeBlic trade of the country, 
whether it arlaea bom a mismanagement of the currency, or 
froiD any other causo, will lead la an increase of iasues. 

With reference especially to the issues of the country backs. 



.1 



ia contended by Mr. Gilbakt that an increaaB of lioae it.. __ 
would not turn the eicbannes. " The eichangas can only be 
turned by dicing a greatec iinpulw to the imparlalion of commo- 
dities." An importation of comtnodities cinnol be paid for by 
connlry notes. It ia not admitted that auy increase of price! 
arises tiom the increased ia-iuo of country paper. When they 
are conlemporary, the iucreaae of prices is tbe cause of the inoe 
of paper, uid not the effocU This was esplained by Mr. Kib- 
BEAR in his ovidencB before tiie House of Lords in 19'iG. The 
■ country banks will not be greater Ihsu the circnm- 
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vilhdraw part of their capitalftom 
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tieu nbateTer he the l(|narauce and folly of partiei entering into 
ulalioni. and boveiei rechleu aad iocaullous the iptril of epccula- 
may he, it ii no part of the duty af counliy issuer) to attempt to 
k thai i;irit br any reitrlclion of Iheir isiuesl— It Is not nitbin 
r power lu do so. 

blue parties were creditors of the Bank 1— Yes, and the notes were 
d out in paymont of Ihelr dcponits. 

itum In thei( 0»n notes ur in guidl— Yes. hut if Ihej paid it ia 

'bere would the gold come from : du you mean they i^ould ha>e 
ined guM fnr that purpare 1—1 mean that if Ihev had pud out gold, 
joicl have had the same efTecI upon prices. 



payrai 
Du« it appear that there wa« a general ansh and a collapse of the 

Is II 001 nulurluus Ibat after thr period refern'd lo hf Mr, Kinnear. 
there was what i( called the pule of 1B25 and ISdei— Vea. but ihii 
evidence was glitn after the panic. 

But Lbe transaction referred to ia befure the panlol— Vei. 

In regnrd to iha questions -whether ur Dot the iaaues of tlie 
Bsuk of England mny bu in excess at any pnitii-ulac period, 
Mr. GiLnART Considers tha.t one leal of excessive issue a lbe 
low rale of inliTcat chatged by Ihe Bank. This was esemplified 
in 1837 and 1838. At that period the rate otinlereBL was 2^ per 
cenl., yiTy often much less, and on sDrne occasiotia money could 
nut be employed at all by London baukers. When ihu Bank 
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iii« the 
rate of Interu'it, and Irad Io speculatloDS in trade and IniestoieBt in 
forelga lecuriUes. 

As a general rule, and tcferruiK to eiperience, an issue of notes 
against a iodgment of bullion will usually be found to be an ei- 
ceu of issue. Tbo fact Oial the iasuca of the Bank of England 
OTS in excess mast bv judged of by the cfTi'Cla. If it is foond 
that the Bank has tssited a large amoiinl of notes ngainat bullion, 
Rud that there is in consequence n great reductioD in the market 
rate of itlt.ere^lt ; that trade ia stimulated, and ultimately Ibat ■ 
large portion a! the national capital is invested in foreign aecuri- 
liea, which occasiona a drain or gold to pay for those aecurities, 
thtn it ia imagined that tlie jaiiue may be said to be excesKive. It 
may happen tliat the iureslmcnla in foreign serarities ariae from 
other caiiaeB than an excessive issue uf notes But if money 
had not been made abundant first of all tliuse invcstmeuts would 
not have taken place, because people will not jienerally make in- 
vestments in foreign securities if they can obtain the samn iato- 
rest lor their money at home. 

Mr, Gilbert tliinks that the CTcessive issue of notes by the 
Bank of England tends 4o raise prices by caualng an increaaed 
demand; but if the issues of the Bank do not go into commer. 
cial Bpoculalion, there may not be nn increased demand of com- 
mercial cummodilics ; " for exuessivc issuea." he stalos, " will only 
;e the prices of those Ihiiigs which that insuo was etn- 



ployed tn purcliase ; aad I believe in 1837 and 1638 tbeie wns 
110 very great adtanCQ of prices, because peoplo had suffered s» 
much from commereiol speculation in 183<i that there was no 
lasle for commercLai BpEculatioQ in ]B37 and 1838, and Uiere- 
fotc the issues of iha Bank of England, by making money abun- 
dHUl, and by making it cheap, led to imeslment in American 
seciicilita." The effect upon prices by increased issues ou the 
part of the Bank of Eiiglaud ia aUo thus farther explained : — 
Da youcancelie that atw; ptevloua period au; IncreiM of prices had 

laadT — The qDeitiun m[>st lilLel; ref.vzs to IS^fi, in which ;ear tiiere 
wat a rery large adv&nce of prices i to flay that [hat advrLiice ot price! 
OTDM rnim the issuea of the Bank of Englond would be met by lad- 
ing, thit the Bink or Bnifland did not increase Iheli lisueB during the 
endu/lBSS; bul everjr diicoaat or loanls, u Far as the Bank ia con. 
ceFoedt an isiue; nevertbeieaH the iflHuei of Lbai period were wiLbdrawa 

caoiedhj the flDodaclot the Bank of Baglaod operates principallj ia 
isdiiolog the rate of inlercst ; and Iherefute, if the Bank ibauld Mduee 

body coakt ubtKla It to their desire, even lbouj;b poaalhl; tile amount oC 

propioliog the ipirit of speculation, and Uiat flplrit of ipeculation »U1 

DoyouBoneeiie thai the coaduet of the Bank of England during Ihli 
period jirodueed Ihu fSKi on country banks ?— I think it led to aa 
InoicuedlHUe uf netea by euunlry hanki, and this would nstacaliy be 
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urtbe country cireulitlmi durins 



In milting advuicea on Ivwer tenos, oi diacouiiting bills sC 
easier rates, the country banlu incieiiaetl their issues at Ibe pe- 
riod Blluded ta, in coiiaequcncB of Ibe low rato uC inleresi in 
London, produced by Ifae conduct of tbc Bank of England : — 

WcQld you cDsiIder Ilwt (he incremrd luuei et caunlry huiti notes 

Iberuillty crested tn Lonitgn. were iiiued upgn Iheleglliniitedemuiilit 
to meet thelvgitiinate demande ot tmuKlloni: and thoie Dute* were 

itlohsTebwn the reierse. beciuie the Northern and Central Bank 
had only a capital of aDu.UOOl,. and l,6UD,0Ullf. in uierilrawn uaounta ; 



hsit prodaeti, aad therefore the luue of nores wui l^uiilniile. Ihoaeh 

rury large »diancc», ami jet, al the eame lime, not keep upa cireolalion 
!<|uat to Ihe adiancei, !• evident from the eue gf the Northern aad 
:;entnl Bank satit. Although thry had aitranced l.GOO.OOOf . yet. al 
he time thcf got aaiiiUnoe Crum the liuuk uf Enyliud, the; had only a 
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circulation of 300.0002. Now if the coTnmittee vrill turn to page 20 in 
the Appendix, I could produce another illustration of the same sort. 
Appendix, No. 6, contains " The number of country banks who act 
with Bank of England notes exclusively, having fixed amounts assigned, 
the total amount of the credit, and the rate at which they discount.'* 
Now here it appears that in the town of Liverpool the Bank of England 
Ias seven connections, and the amount of the discount is 1,035,000/. 
Now thb, it should be understood, is the minimum amount of discount, 
because all these banks have usually the power of discounting to a 
liigher amount ; and, besides this, the Bank of England branch at 
Liverpool also discounts for private individuals. Now it is also neces- 
■ary to observe, that thi-re are only seven banks in Liverpool, which 
are in connection with the Bank of England : there are some of the 
largest banks in Liverpool ; there is Hey wood and Co., and Leland and 
Co., and the Royal Bank, who have no connection with the Bank of 
Bngland. Now from this amount of discount, the lowest of which in 
Liverpool is 1,035,000/., what amount of circulation ought we to expect? 
It is to be recollected, that the branch of the Bank of England in Liver- 
pool is the only bank of issue in Liverpool ; there is no other bank of 
issue there : it should also be recollected, that this branch is not under 
the checks that country bankers are ; that though the notes are equally 
payable on demand, payment is not demanded, unless gold is wanted to 
be exported ; it should also be recollected, that they do not withdraw 
tiie notes from circulation, by allowing interest on deposits ; it should 
also be recollected, that they do not exchange with other bankers, and 
yet, nevertheless, while the minimum amount of their discount is 
1,035,000/., the total amount of the circulation of Liverpool is only 
832,000/. I throw no blame upon the Bank of England for this ; 1 
merely introduce it as an illustration to show that the advances that 
bankers make do not keep out an equal amount of notes. Mr. Bailey 
Stated some instances in which the amount of overdrawn accounts was 
four or five times the amount of the circulation. I have known some 
instances of the same kind, and therefore it is not to be supposed that, 
because bankers make advances to their customers, they increase the 
circulation to an equal amount. If any other capitalist should advance 
the same amount of capital a banker advanced, it would have precisely 
the same effect as regards the circulation. A banker, as a capitalist, can 
do nothing more in the way of expanding the circulation than any other 
capitalist can do. 

The amount of notes in circulation cannot be supposed to bear 
any relation to the amount of capital advanced by a bank. This 
is illustrated by the statements just quoted ; and "we may remark 
incidentally, that the two subjects are distinct and irreconcilable. 

The increase of the country circulation is not considered to con- 
tribute to the advance of prices, but this advance of prices is 
considered to be the cause of the increase of the country circu- 
lation. Prices will increase without an increase of the country 
circulation. If by any forced efforts the country circulation did 
Hot increase some other kind of circulation would be substituted. 
'Wherever there is plenty of buying and selling, people will find 



some way of aeltling acconnls. If there was not an increaied 
□ate circulation [here wuuld bo an iuureased bill circulation, or 
aome othec mtdiuin foi aetllmg accoutils, one [laily vlib auothei. 
If a banker says to hia cuslomer, " We cannot give you autea, 
but we will give you our bill upon l.oudoD, or we will give yuu k 
bill with OUT endoTiemeul, which yon can diacount," cither of 
IJieae would be anbstituted fur notea. This increase of bill drciila- 
tion would have the same effect as an increase of note circulation, 
neither of Ihem produciiig any effect upon prices. 

With respect to lb& control oter the circulation exercised by 
the country bankera we have the following evidence: — 
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Iheir own circulation, bf lubttitulingaaolbrr: biit thcj hire not the 
whtt Ibe trule of ihM dlitriDt ma; icqulce. 

Il U not in the power of the country banker lo leduea the cir- 
culation. Hemayleesen the amount of Ilia own uolea, but tha 
tiiculotian of the district will be made up from olher aourcea ; 
ft foiced reduction of the general circulatian would have the cffuut 
of reducing trade to a corresponding limit. 

AsBuming that it is essential to maintain the coniertibility of 
paper correnc; generally into gold, it is cuDsidered quite pos- 
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[l is the Eu^geatian of Mr, G ildabt that the Bank of Enjiland 
should hold a sufficient amount of foreign seeuiilii^a to obviata 
the necFcsily of any cuntntcliun of the circulatiun in the event 
nf adverse foiejgn eichangea. In ci^e of a state of war be- 
tween England and the country in which those secnhlies were, 
Ibe direi:lors ot the Bank of England would be best able to 
judge of the steps Ihvy ought to take for thvir Sdfety. He thinks 
J informed I baC they must meet all theit pay- 



that if they VI 



mcDls, and not look to (ho legislature far aasietancp, the? would 
be able to make the leqai^ile provisiou. If Ibey bad the same 
law dealt out to them wliich is dispensed to other bimka, they 
would minage their aifaiia iu sueh a manner as to meat all their 
(Itmaude. It in a matter of praclical buainesB. At present they 
do nut kiiew (be necegaity of providing against an eiliaualion uf 
their treasure, because, if the Bank caniiut pay its notes, it is 
always presumed that an order in coutidl will protect it I'rum the 
ordinary cfiscls of non-pay menl. The suggestion lliat the Bank 
should lidld foreign securities does not imply a ODUlinued slato of 
peace between England and the forci^ countries in which such 
securities are held, any more than in the case of foreign securities 
held by individuals. A large aroount of such aecuiilies arc held 
by private individuals, who muat be as anxioua for the pceserva- 
lion of tlieir private properly aa the Bank of England could bo 
for its proiicrly. In the event of a war be woidd recommend 
that the Bank should slop payment at once, ll would bo 
better to stop befure the gold was gone than afterwards. The 
real obstacles to the Bank mHmtainiug at all times the converti- 
bilily of its notes arise from its couUL-cliou with thi? govemDient. 
and the holding of convertible securities not eijually marketable. 
It is proper that every government should employ some particular 
bank in conducting their financial cnncems, but as far as regards 
grantiue eiclusiva privileges, or as fat as regards thgso IrausBo- 
liona of advance and payment of money, they ought not lo bo 
afforded. Il does not follow lliai, although the securities of the 
Bank should not be locked up, a certain portion might sot eoa- 
sist of government securities. If a large portion of the capital of 
the Bank was constantly moveable and not fixed in government 
securities, and this ciccumatance was publicly known, the credit 
of the Bonk would be as good as at present, and il would not have 
soBlrong a claim upon tbo mlerferenco orgovemniBUI lo enable it 
to pay its own notes. 

Mr. OiLBARr underwent a long, tedious, and unsatisfactory 
examination oa to (he importation, sale, and coinage of bullion, 
and more particularly as lo tbe manner in which the Bank of 
England could invest in foreign securities, and dispose of those 
securities during a drain of bullion without conliacting the circu- 
lalion or diminishing the quantity of gold in this country. It is 
evident that the cinimitlce did not distinctly understand the 
views of Ihewltnisi; nor was the confused, intricate, and in- 
valvt.'d nature of the questions put to him calculated lo elicit re- 
plies of that explicit and simple kind which would leave ou doubt 
upon their minds as lo the precise character of the plan which 
was attempted to be explained. Making every allowance far the 
_«anlnsion uf the questions and the answers, there seems Utile 



difficulty in defluing Mi, GlLBAtiT'e plan. The cfficieucy of To- 
reign Becutities bb », means of iccUfying Ibc exdionges was nii- 
mitted in the evidence of Mr. Lovd and Mr. Nobhan on a 
former eiamination : Ihe prttclical working of the measure, so f^r 
as we uDdeistand Mr. Gilbert, would be as fullowB: — 

lat. lu order to obtaiu foreign aecuiities, in the tirst place Eng- 
liah securities must bo sold and ibieign secucitiea bouj^ht. Tliis 
may be done in the English market, as for instancu Eicbequei 
Bills may be sold, and Dutch Bonds may be purehaaed. This 
will nolaffetl the circujalion, as the Bank notes witbdrawn by the 
sale of the Exchequer Bills vill be ro-issucd in the purchase of 
the Dutch Bonds. Or English gecuiitiea may be sold and 
foreign bills purchased, and those bills remitted tc the 
continent, and the proceeds employed in purchasing French 
Rentes, or any other foreign Bccuiity. This would make no 
difference in the amount of the circulation, as the notes withdrawn 
hy the sale of t^e English securities would here-issued in tbepur- 
iJiaac of the foreign bills. 

2d. The Bank being in this slate, and an unfavourable slate of 
ejchange occurring, the Bank may sell its foreign securities, and 
either bring the proceeds to Englaud in gold or draw bills against 
the proceeds, and sell those bills iu llie English market. Tills 
will rectify tlie exchange ; but as the circulation will Ihus be con- 
tracted, which it is the object of Ibo operation to prevent, the 
Bank will increaao the English securities to the same amount ; 
thus (he notes withdrawn by Ihe sale of the bills will be re-iaaued 
Hgninsl the English securities. The foreign securities of the Bank 
will Ihus be diminished, and the English securities increased, 
while the circulation and the bullion will remain the same, and 
Ihe Bank would be icatored to tlie position in which it was pre- 
vious to the Brst opcrnlion. If tha Bank in selling its foreign se- 
curities dues not draw bills against them, but biiugs over the golil, 
rind pays away this guld in payment of its notes, and tills gold 
liecomes again exported. The circtilation has become contracted To 
ihat imouiit, and it might be eitended acain by the purchase of 
English securities. Tlie circulation would thus remain the same, 
nnd the Exchanges have been reel ifiedbyl he exportation of the goUI. 

3d. Wlien the eichangcB become favourable again it is quito 
possible for the Bank of England to replace Ihe foreign securi- 
lies by the sale of English securities. The not ra withdrawn by 
ihe sale lit Iho English securities will be rc-iGsued by the pur- 
chase of foreign bills, and thus Iho circulation will not be altcrtil 
.IS Tar as it is aSecIed by Ihe exchanges. 

Mr. WtRBunioN, who was the chief interrogator upon tho 
subject uf holding foreign securities, appears to have, iu some 
c, coofiwdboth himself and llie witness by the train of 
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inTGTteil and indislinct quGalioiia tbaC were pat- One of Ihfl 
quesIiODS BUppasca the Bank to be in a " perfectlj nnimal'' 
slale ; their forei^ aecaritiea are reduced, stid, in order subse- 
quently to resloro Iheii previoua amount, Engiiih Beourilieii are 
sold i ihe question U then asked, " How is Ibe original amounl 
uf English secniities to be reslored?" 

[n addition to the statements Already made the iullowing may, 
perhaps, itlustntte Ibia point still more simply. 

Suppose the circulation of the Baiik of England la be 
18,000.000, bulliaa 10,000,000, English SGCurilies 15,000,000, 
foreign 5,000.000. A drain comes. Mr. Gilbart'b scheme ia 
to meet tbe drain by a sale of foreign aecurities, without reducing 
the circulation or diminishing the bullion. Suppose, therefore, 
that the Bank sella abi^ad foreign securities to the amount of 
3,000,000, and sella at home foreign hills to that amount, the 
circulation will, in Ihe first instance, be diminished to that 
omoutit, but in order to aroid any contraction of Ihe circulation 
that 3,000,000 must be re-issued, and can only be re-issued by 
the jncT'ease 0/ English tecurilies. fur by the supposition the ex- 
changes are against us, and there is a demand for gold. 

If, therefore, tlie scheme succeeds, and tho actual diminution 
of the bullion is pri-vented, maltera will stand thus: — circulation 
18,000,000, bullion 10,000,000. English securilieg 18,000,000, 
and foreign 2,000,000. 

IF, instead of drawing bills, the foreign securities are aold 
abrriad, and gold imparted from thence to supply any actual 
drain, the game th'mg must lake place, for the circulaiion with- 
drawn in order to obtain the gold can only be re-is9ued on Bnff' 
fiiA securities, inasmuch as by aupposiliun the Bank is selling fo- 
reign securiliea. 

In either ease, therefore, the amount of English securities will 
be increased during the drain hy the precise amount that the 
foreign securiliea are diminished, always supposing that no con- 
traction of the circnlation oi diminution of the bullion lakes 
place, which ia the very object of the whole scheme. When the 
drain ceases, therefore, the lilnglish securities will be aboix their 
original amount precisely as much as Ihe fore^n are below their 
i>riginal amount, and the sale of the surplus English will pruvidc 
the means of miiklng up the deficiency uf the foreign securities. 
When this ia done the " normal state" is restored. There can 
be no such thing as the ultimate exhaustion of the English secu- 
rities supposed by Mr. Wahbu moN. 

In the foregoing slatementa wo have given not only what we 
understand to be the views of Mr. GiLBiRT, but what we have 
reason to know is the interpretation put upon them by the intel- 
ligent chairman of the committee. 
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In the opinion of Mr. Gilbakt it would bo one of the incon- 

shoiild hnve (oo much money, and at anglhei part too liu!e, be- 
cause SB money would not fluoluale in amoum, and llic demands 
of trade would fliictuale, the amount of oioney would not bo 
proportioned (btougbout Ibe year lo ibe demands of trade. 
There would, ia the difercnt diauicU of the countiy, according 
ID the alack or the active periods of trade, be accumulatiDUS of 
deposita, or withdrawal of deposila, from tLo hands of bankers. 
It appeals Ihat the total amount of notes in England, Scotland, 
and Ireland, varies very considerably in different months of the 
year ; if there wae onlj one bank of issue, and all the notes in 
circulation were the notes of thai one bank, which did nothing 
but issue notes against gold, and gold against notes, it would be 
impossible <o employ those notes that were not wanted during 
the aUek periods of the year. If thtre was one batik of issue 
the dtculation could not be contracted, and there would be a 
surplus circulation, which would have the eflect of lowering the 
rue o( interest and promoting speculation. There would be a 
large amount ol circulation at one period, and a great want of 
money at other periods. The effects that would reiult from the 
ettLblishment of one bank of iasue would be a great inconve- 
nieiico to the country banks, and would also produce very disas- 
trous rcaulta iu regard lo the public in general. The country 
banks iu the first instance having to pay off their notes, say 
eleven or twelve millions, it would reduce llicir funds from which 
they now give accomniodalion to their customers; and. in order 
to find funds to pay off those notes, Ihey would have to recol 
loans, and to reduce discounts to such a degree aa to cause con- 
siderable distress throughout the country, and mure especially in 
the agricultural dialricis. After the measure had ouee been car- 
ried into efl'ett the charges which the country bankers would be 
compelled to make upon that accomniodalion which Ihey would 
still have the power of affording must be considerably in- 

Vhj I— Bfciuie thcf WDDid then get no profit upon the Doles ; at 

iuuKl is ihetr own nutvB. twHUse of llie profit upon iIidib uetei. 
When 1 wu la In-Und I dlicaunlHl bilti at ihe simi^ rate ubich wa> 
oturged b; the Bank i>r Bngland farre, aod lor the Hoie reagaa, beciuie 

mooef fram ■ diiUnce. and lend it to their cuitDniPri. Ihey mutt gel u 
gmli'rlBtemt from their cuatamen than tbey couM itet by empIojiDgit 
la Londan or (Iwwhere. and tienise the; muit nuke, either in the Form 
ofiDl«reiCor in tbe tnim of coinmiuioa, beavler uhar^fl thaa they 
made brture. 
Jn j^our opialOQ, the loppreasion of their circulation irould render it 
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annihUation □( tbe cliculallon wnuld lead to aani)illBtloa of the ha.iik. 

The amount of the circulaliou which is required at diSerent 
periods of llioyear would be effected by one bank of iaauo in the 
[bllowing mtumer : — 

Da ;au cuDcelTetbutitirould hue an; eSTecl ujion whit yuu hiTe 
tilled the imoiint of the cLrculBlion, which, in your opinion, ii rc- 
quIredudLSEcent (imeaur IbejciLrl— 1 think It would hare ■ cou>i- 
denblfl eBJect KPaerally ia the redaction of the sirFulation, bceaaae, ir 
the eircuUlioa wu uuued b; one iliigle bink, the local hinken in the 



latlou.iadit was not till the Baak of England estabUab^d hiiochai in 
those pluses that Hie bill etcqulatiun becamD <;oniideri.hly reduced, and 
rien then the Bank obtiiineda clrculatiao in Iboae pltrn onlf bj offer- 
iog their notca to counlry baoken at a reduced rale of interest. Ncir. 

and, consequently, they would hare no advantage in gelling Ihem into 
cirimlatlDn. they would fall bai:k upon their bill circolallon, upon which 
■hey got a proSI. and Ihe amount of note circutalloo would. J think, be 
caniiderably redueed. 

Tlte cffetits of the nrrangcmeiits made by some of the country 
banks with the Biink of England for the aubBtitution of the 
notes of that Gstablishment foe those of the country bulks are 
thus described : — 

Do jfou appreheTiEi that a> Ihoae notes hare been furnished to those 

banks 1—1 thluk the only ineoDTeaLence ha< beco that the bankers haie 
been able lo he tnore liberal tu their customers (ban th^ othecwiu 
would hare hui Ihe mews of being. DorJog the years tSS7 and 1B38 
thoie hanks made advances to their cuitomen which the; would Dot 
have been ihle lo do unlen they had got those aduncei from the Bank 
England; and I consider thai the Icssol neatlyhalfa mlllioD of noney by 
theDlilriet Bank of Manchester In Ihil period of abundance of maney 

iif BngUnd : for if 1 hey had not had that ilacoBnt uccnuiH., ftB.T« omIA 
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Oosaltappear. ttieo. inthiacuo, IIhI the subititudoii ot Bank of 
EngUuiil oolea for eonntry Isiuea haa reduced Inoonveoienllj the acnom. 
noilallunaa'DrdEd tolhecuatsmenoC Ihebank'I— Not at all redoced 
tha extent of the accomoiadiitlon lObrded : 1 think ralhcr the reiene. 

The eflect that would be productd upon tho foreign eiohaiiges 
by the abolition of couiilc; bDoik-Doles vauld depenil upon the 
principle upon which tlie Bingle bonk of issue was (.'onductcd. If 
conducted mirely by issuing gold fur notes, nnd notes for gold, 
it is conaidtred that, when the foieig^i exchnngea were favourable 
and brought in a Imge amount of gold, iheQ th^re would lie a 
large atuuunt of notes put into circulation. Such Mr. Gilbabi 
cotuidere was the case in 1837 and 1038, although the Bank of 
England did not iasue to sucb en extent as, upon the principle 
aseumcti, Ihe one batik of issue would be compelled to do. Thu 
large amount of notes put into circuleliun agnmst the importation 
of gold would reduce the rate of interest, excite speculation, and 
lead to foreign inTestnients. & leactioD would Iheu take place, 
and the amount of t'onliaclion would be very considerable, so 
as to produce very great distress. The coDolry circulation di- 
minished in 1837, though the Bank of England circulation in- 
creased in that year. It increased in the year 1839, and again 
in the beginning of 1830, but this increase of Ihe country circu- 
lation is accounted (or by Ihe iucresNe in the domestic trade of 
the country. 

The Joint-Stock and couniiy Bankg of Issue have not the 
power of increasing tht'ir citrculation. Tho checks which 
operate against Ihoir doing so are the fr quent exchanges of notes 
with each other, the payment of interest on dtpusils, and the 
liability to pay all iheii notes upon demand The testimony of 
every banker who has given evidence before a parliamentary 
commiticc, oi who has published upon Ibe subject, goes to the 
fact that he canitol increase his issues beyond what the wants of 
the dislrici require, and that, S \iB Aoet '■uHViJi '"i •niyisa, -^oatJi 
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notes will immedintcly coma back upon him. This is Dot a 
question of opiaion, but one of fatt, proved by testimony. 

The Bnnk of Eaglsiid has the power of putttnn notes into cir- 
culation by purchases of Rold, slovk, Eicbeijuer Bills, and other 
secorilies. The country banks baya not the power of increasiag 
their ciioulation by the saroe meaiia. The Bank of England is 
not subject to Ihn some checks na the country banks. There is 
only one bank of issue in Lindon; <.'onse(jiiciitly when the Doles 
of that bank are issued they are not brought back to be ex- 
changed with other banks, as is the case with the bonks in the 
country and all over Scollaud. The Scotch witueESes xxamined 
in 182Q staled that the exchange of notes between bankers is an 
effectual check upon exceasivo Issue The Bank of England 
lias no check upon its issues. If there were several banks of 
isane in Lonilon exchanging with each other, there would be an 
cflbctual check upon on eici'ssire issue of notes by any one bank, 
and anolber check would he the allowing inlerest upon deposila. 
As the Bank of England allows no inlerest for lodgementii, there 
is no inducement fur any person to place money in their hands, 



a check by withdrawing from circulation those notes which 
were not in a stale of employment, and would prevent in a great 
degree those speculations which result from an excessive issue. 
A. man employs money because he wants to get interest for it, 
but, if he could get a moderate rale of interest upon a deposit, he 
would not then be so anxious fur the rmploymeut of that money, 
and consequently there would not be the same stimulus (o specu- 
lative undertakitigs. 

Having stated the derangement nf (he money market by llie 
ploccedings ol the Bank of England, Mr. Gilb&rt gave the 
following explanation of the manner In which that may be 
avoided in future, as regards a surplus issue :-- 

If 1 Baj be aliawcd to atati! geneiall)' the remedies i ihouM pTOpole 

■hoiiM propuBe that pemisajda be glvna by the le^ilature lu eitablUh 
man banki at Ihkus Ihia one in Loudon ; the ailvinlSHes of ihii would 
be. M I bar scaled, eich>ngeg between the bauki. and. piuboblj, Itae 
allowanee of a rrtle of Intereil upon depoaitB, and iherprnre the preven- 
tion oF those tpeenlationB which excetBive iaiue it adapted to produce. 
)a Hlaling that ojiiD^uD, 1 tna; be allowed, pertiaps, to Hate it In Lan- 

language can be mppviied to have. ^' Whatever eflW^li Dijj[lil have been 
produced (mm tbe eslabllihmenl Df aeveraJ bauki of imue in London a 
cenlury ago, we do ogt Ihlnk thfti their Introilucllan at ihe prttent lime 
WDUlit, tor a cunitdenble period, lerigunlj' affect the cliculaUun ot Ihe 
BaO^^DjIand, Eg Igng ai the Bank nt England ihaU bf the |0>eni- 
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Mr. GiLBAKT is an advocato for largo paid-Tip capilaU. He 
has advocBlcd in all tiis workj, and in all blacommunicatiocE'wltli 
Jcint-Stock Bank-s, the hnving a hige paid-up capital. From 
tbu rcluinB publLilied in Ihe appendix of the Juint-Stui-k Bank 
ciimmitlcB in 1337 it appcarud that the pavd-up L-apital of Ihe 
Juint-Stiwk Banks in blngland beyond sixty-file miles from 
London amonnted in 1836 to ten millions of money. " I know in- 
stancBB of blinks having doubled and trebled iheir capital since 
that lime, but whether that has been univcrEnlly Ibe case I do not 
know ; but, auppoaltig that they havu increased only one half 
since that lime, that makes Sfteeii tni^liuiis of paid-np capital in- 
Tested in banki beyond siily-five milis from Londoii; take two 
millioiiB more for the London Joinl-Stoek Bauka, and that fi\es 
you aevettleen mllliong ; add seven millioni more far the banking 
cipitn] of Scotland, that gives you twcniy-four milUuna; add 
two millions more for Ireland, that gives you iwenly-sii millions; 
ao that there are Iwenty-sii millions of paid-up capital engaged 
in joint-stock banking; and all these banks have the power, if 
necessary, oT calling upon Iheir shareholders for a larger amount, 
and besides this the banks present to the public the security of 
the private proper.y of all the shareholders." 

In concluding his evidence, Mi. Gilbert adverted to the cha- 
in which be had appeared before the committee, and lh« 
of the testimony he had dclivtred. in the following 

n. I utiled that I Kppeucd helon the eomnitte* at tbe 
il Ibc Joial'SUKtli Banka, and tbii, itierelure, Id expreN> 






iiiBtt 


mtly w 


ith the 7e.olQt!on» 


which 


thej b> 


pUKd. 1 U'iihcd to 




ODsideti 


od u spealiing the 




Dl. ot tf 


Joial-tJtuckBuilu, b 












wnpei^lHlwithltaci 






of Bountty ia«ue». tbsl 1 wi 


.hed to 1 


"hif h""^!." 'oTj'm 


ngm. 




Dcli.ldUAl oplalons. 




jiats upii 




jnald 


ptedvi 


■peaking the «ntioi 




tbe Join 


SlQck B>i.k> ire u 


folio 




[leak Ihe opinlona a 


t the Jt 


>ml-Slor 


B.ak., in wjinB lb. 




ii olrcu 








Ulhe 




lion ot the Bank of Englin 


d, or wil 


the .lock of KoU ia 


the 


Baako 


f EdgltndL th.t Ih. 






d«wd ou, bj the de 




liof Irule, uidliiubjectt 




Ihe ciicDlalloa or Ihi. 




kof Ed 


iglaud i* DDl hable ; 


: that Ihe euunti 


bukeri tu'fl not the 






luii^ their nolei to 




Lfant th< 






ulltlDD I 




plea«; 


■ uidkls. 


IhotlhBcounttjdrDi. 


ilMio 


ndoct 








Bndtb<ttlt«.uuoll>e 




Wed by 


the principle of the 




exchug 


I ipoik the aplnioni i 




: JoiDt- 


Slock Bii'kinheal 


»r. Ih. 


at tbe abi 



J llniil the power of euuolrj bsnka to gcaat the aane acoomiuoda- 
propertj, IhuB lenening the tbIue of real praperl; ; ib&t eoaotty 

tOEBther aboliihed, ia ODoaequeoee of sot being able to tupply 
:ieD( pmBt for i^arrylng them on : that, in tome other caaei, how- 



I need not pvtlcolarlj apveify. 1 wish la be nnilentood u giving my 

the eanirurrenee of tbe Julnt-Stockbanlicn. I lake the mpoDalbiUty 
Dt tbCH enlitely upon myielf. 
Theuliief feuturcsia ihe evidence of Mr. Gilbaht are — 
Pint. The characteriiiticB of ihe circulalion of Ihe country 
bank), the Bank □( England, and the Bnnlu of Ireland and 
l^ootland. 

The ciroulalion of the counlry banks hns onlj one circle in tiie 
yoar, and increases and diininiahea in correBpondetice with Ihc 
demands of trade ; thai of Ihe Bank of England has fanr circles, 
and la increased aud diminished arliilmrily by the diiectors of 
[hat eHlnbiishnient. The country circulation of England a go- 
verned by lawH peculiar lo itaelf ; lliat of Scotland and Ireland 
ia also gorerned by lawa peculiar to each connlry. The circala- 
lion of llie Bank of England ia regulated by laws which do nut 



apply lo Ihe Cfnintry bupkB. These diflerei.l clrculRlions u 
goiHrned by uuiibrm laws, irreapecLire of each other, auu, 
lierefiire, no system can be introduced by which (hoy can be 
amalgamaled [dIo one. 

Second. The piinciplea upon which the country circulatiun ia 
condncled. 

The eountry circulutjun cannot bo issued to ••xcesa, in cnnsc- 
qaence of the existence of certain checks, such as the praclice 
of the couulry bankcra of eichangiiig Holes once or iwice a 
week; Ihoir liabilily to pay their nolea on demand ; and Ihe cir- 
cumitknce of Iheir giving inleiest upon depotiils. by which all the 
mrplu a circulation ia called in and lodged with the banks. Nolei 
ihdt are isgued merely lo pay for tranaacliona that have previously 
taken place, and are drawn out by tlie operations of Lradu, will 
have no effect in raising prices, reducing intercsl, and lumiiig the 
exchanges, aa ia the result when the Bank of England, by Ihe 
issue of notes for bullion, and in the purchase of Exchequer 
Biils and Goverument Stock, throws a mass of notes upon the 
previously eiisling alale of trade. The couulry banker has no 

E[>ver of increasing the circulation beyond the amount required 
y the Irada of (he country. 

Third. '1 he principles upon which Ihe Bank of England ought 
to be retulated. 

The Bank ought lo hold foreign Becurities, and in periods of a 
demand for gold for eiportation to draw against (hose securities, 
and Ihua prevent the diminution of tlie precious tnetala. In 
periods of a favourable exchange (be Bank would again iniest in 
foreign securities, so aa always to poasesa the means of mBi>ling a 
drain without the necessity of coiitiacling Ihe circulation or 
dimiuiahing the amount of gold in the country. The Bank ought 
nol )D iasue notes against bullion, nor increase and diminish the 
circulation by Ihe purchase and sale of Goveriimenl Slock and 
Exchequer Bills. It ought to he passive under the action of the 
public, and issue notes only in compliance with the demands of 

Fourth. The evil effects of Ihe establishment of one bank of 

The establishment of sue h a bank would be a great inconve- 
nience to the country banks, and woidd produce very disastrous 
results aa regards Ihe public in gcncraL 

Fifth. Imperfections of the present laws, and suggestions for 
their am en dm en 1. 

Joint-Stork Banks in London, or within sixty-fire miles, hare 
not the power of acoepling bills. If the number of partners in 
a bank does not exceed six they have (he power of accipling bills 
drawn al imy date. The London Joint-Stock Banks are nol ad- 



mitied la the cleariDg-house This ought to be the subject ur le- 
giaUlive interference. Pertnission ought to be given by the 
legialiLiure to eBtabliiih more banks uf issue than one in London. 
A LhoToogh allerUiou of the law should also luko plaue witli 
rt^ard lo all banking companies, au as to gWe the public greater 
tonlidence in ihuli notifa. and immediate icilTesB against the 
banks vhon they atop payment. It ia also deairable that ibe 
bankers slwuld have greater facilities insueingthoae debtors who 
owe them money. 



CHAPTER V. 
EViDBNCB OF MR. PAUL MOON JAMRS AHD MR. ICHAD( 



Mr. JxuBs a the managing dircctoi of the MancheEter and 
Salford Joint-Stot!£ Bank. Ho waa formerly for upwards of 
twenty years a pri'ale banker issuing notes at Birmingliim, and 
hecame the manager of a Joint-Siotk Bonk in that town about 
1829. The Joint-Stuck Bank alBinningham with which he was 
connected issued the notes of the Bank of England. The paid- 
up capital waa between GOl. and SO,(XX». ) now it is 180,0(XU., or 
between Uial Hnd200,0G0i. It was the first bank wiih wtich 
the Bunk of England eiitered into an agreement. It probably 
got blotter lertns on that account. When the cnpital was only 
ao.000(. Iho arrangement with the bank was to the eileul of 
■iOO.OOW. This continued for Iwo or three yeats, when, in con- 
Bet|uence of some objections on Ihe part of the Bank of England, 
1 he capital w.ia increased from m.OOOI. to 300,Ul)UI , of which up- 
wards of I80,(KHU. has been paid up> 

The Manchester and Salford Bank, of which Mr. James is 
now managing director, has an arrangement with the Bauk of 
England aimilar to that enjoyed by tho Birmingham Joint-Stock 
Bank. " The form iu which it la dona is by depositing bills of 
-xchangc with the Bank of England, the Bank discounts those 
bilk, and keeps up an amount of discount not exceeding 200,000^. 
and not less than 170,U00i," The rate of discount is 3 per cent. 
Application can be mode tn the Bank when a larger amount than 
ttiii ia wanted, and the Bank assents to the application or not at 
its own discretion. Such fiirtlier advance would be made at the 
Bank rale of discnimt at the lime. The ngreemonl to Iheeitent 
of -i()0.OOUf. the Bank of England bos never objected to fulfil, f 



BGQted far ducouiit. The; exaniine liiem scnipulouHly, and le- 
jbct such as ate not legitmute tiade bills. Bills thai would pasa 
euirent in general ub occasionally objected to by the Bank of 
England, and always foi some good ceason. They support sound 
principles of trade in regard to bills of exchange. They rq«cl 
bills having the endorsemeiit of a bank of ia.'iue, without iiifei- 
ence to the chaiai'ter of the billa. The bills they receive become 
the property of the Batik, and thiiy will not allow them to be 
exehauged. The ageot for the bcancli bank at Maachealer looks 
over the bills, and lejecla Bneh as he Ibinkspropcr. 3hould any 

somelimBS rejected by the Bank of England and sent down. It 
is part of the agreement that no bill should be paid away to any 
customer, but that all transactions should be In cash. That does 



does it prevent the drawing of diofta upon the London agent at 
and under twenty-one days''date. Tlie agreement of the Miui' 
Chester and Salford Bank with the Bank of England is believed 
[0 correspond with the agrecraenls made with other Joint-Slock 
Binka which also issue the notes of the Bank. It has been 
found to act benejicially as regards Ihe paying away of bills:— 

In what WSJ ilo you cgoopiTe it to havs oeled bcoeficlally ! — Firii g( 
s!1, tbeoiulonien dislike Ihstlhe billi which tbej-pajr lo thi'ir Imrik. 

eoallilcat laabBDkcr ttanlbeihouLd mskvuieof blllt ngatn iu aucb 



The elfoct of the rp^lation which pteventa the paying away 
of bills has been to put down the circulation of small bills whi<:li 
formerly prevailed to a considerable eilent in Lancashire. 

The reasons which induced the Joint-Sloik Bankot Birming- 
ham and the Manchester and Salford Bauk lo adopt the system 
of issuing Bank of England notes in prcferencu to issuing their 
own notes is thus staled ; — 

FQCrtu proBt; thit the profit to tbpni wai not lot uoder the agne- 
menl with the Bank of EnglaDd than II wouM hoTu b«n uniler an luue 
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fsreatdGal depends upon tbeBmaunt of gold and bank Dotca IiEpi: 
in leserve to pay tlie deposits He always kept a large amouiii, 
perhaps larger tluD some other bankers, and therefore tlm ex.- 
pensu of thb jioteB would probably be grealer. 

Mr. Jambs considers that the sydtein of Uauing Bank of Eng- 
land notes in liettof the uolea of his own bank baa given alabiiity 
lu bia bank, increased the couddtuce icpoaed iu it, and relieved 
him from tunsiderabte recponsibilily. 

Both at Bitminghani and at MancheaLer he has experienced 
that there are certain seasons of ibe year when cuslomers' ba- 
lances accumulate in Ih^ hands of the banker, when money is 
nut so much wanted by the customers to pay away. There are 
other seasons of the ycai when they have made their purchasiis 
and want to pay for them. At such seasons ihe balances are 
reducL-d, causing a great iliictualion in amotuit between one pe- 
riod o( the year tind auolher. The increased demand leads to an 
inLteaaed issue of notta. The amount ublaiued from the Bank 
of England is only auiilloiy to the capital of the ManchetteT and 
Salford Bank, and the Suctuations that occur are on the amount 
of capital of the bank, and do not interfere with the arrangement 
with the Bank of England. At such periods Iho addiiiond notes 
which are requireil are obtained by selling secuiitles— that is. 
billa of exchange. It Is not Ihc practice of the two Joint-Stock 
Banks that Mr. J*hes has beer, counncled with to hold govern- 
ment securities or GzchequeT Bills as a means of obtaining far- 
ther supplies of Bank of Knglaud notes when required. When " 
he was a private banker he lost capital in the sale of Exchequer 
Dills and goveniment stock in a lime of panic, while at the same 
period he found that others who held bills of exchange were en- 
ablud to get those billa of exchange converted into notes without 
loss. This circumstance has induced him to keep the invest- 
ments of Ihe bank in first-rate bills of exchange, as being prefer- 
ablo to any other securities. After a, very lung eipeiieiicii he 
considers that they may be safely relied upon : they have never 
failed. He has known Exchequer Billa to fail, lu 1825 he 
obtained money upon bills of exchange on the aame day ou 
which he could not get money for Exchequer Bills. 

At the lime when tho Bank of England is reducing its circula- 
lioii he finds no diffieidty in reducing the amount of notea kept 
in circulation by the Mancbeater and Salford Bank. Advances 
to custumeis are limited when money is scarce. "They are 
made to feel thai money is scarce iu that way-" Mr. Jtiies finds 
that the Bank of Engluid have always acted upon some defined 
u respect to such reductions of circulation. In regard ti 



lion : tliey hs.re never act? d. from c&piice. No pr^uilickl eBect 
has been produced upon Ihe Iradu of Ihe country by iheir acling 
in lb»t way. Tliey have upheld sound mmmurcial pcincipleB. 
The oirangi-'nient with the Bank of England do:8 Dot interfere 
irith any reduction in the amuunt of uoles which tho Manchester 
and SaUbrd Bank maj at any limo think it advisable to make. 
The amoant obtained linm ihe Bank of Enftland is at all times 
1l'«i than what is required for the wurlting uf it« biiaineBS. 

In the nccommodntion afforded lo ita ciistotnera the Manches- 
ter and Salford Bank is influenced by the nbundance and scarctljr 
of money, and by the chiracter and lesponaibility of the parlies. 
The knowledge of Iho scarcity of money is derived from the 
Bank of England, the state of the exchanges, and the rate of 
money represcnlii>g the valne, in London. Where a responsible 
cuBlotiier would obtain 5,00Uf. when money was plenty, hewoald 
be allowed to overdraw his account perhaps half that amount 
when money was scaiue, and be ititoiiiied the reason. 

Mr. Jahes considPiB that if the Bank of England was to allow 
interest upon money deposited at its brancLes the effect would 
be to draw away the depo«its from many countiy banks, becaasa 
parties would be influenced by the grea.ter safety of the Bank of 
England bi'yond that of every other bank. They would accept 
even smaller interest from the Bank of England. The power of 
the Bank uf England over Ihe circalatiun would be greatly in- 
ereaaed by being a bank of deposit in the country, but this might 
be very disadvanlageous lo the community. The country hanker 
at pieseut takes a deposit and allows interest, and lends that 
money out at a higher rate. The money is thus diffused and be- 
comes useful to the community. If the Bank of England did not 
make the same use of it, the community would auBer by being 
deprired of the a.maunt <>f dtpoiits. As far as his knowledge ex- 
tends Mr. Jaue a cnnsidera that the country bankers use their 
deposits with great caution and wisely. "The money which is 
in the hands of the great bill-brokers in London is chiefly snpplied 
from the bankers in the agricultural districts. The^ hare a sur- 
plus quantity of money raised, perhaps, upon their circulation, 
and they make tiae of that surplus by oblaiuuiii from the bill* 
brokers commercial paper bills of exchange, and of very great 
use it is. The money of the apicultural districts is used in sup- 
plying Ihe wants of the manufacluring districts : in that way the 
bills of the manufacturing dialricls are cmiTl;rted into money by 
means of the agricultural districts." The local demands of one 
district are snpplied from the abundance o! another. Manchester 
alisorbs a great deal of the surplus capital which is raised in Nor- 
follt, or in any other large aftricuUural district, by the bills of 
MancheBler going up to the bill-broker in Loudon, who receives 
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money from the issuing banker. This process arises out of the 
circulation of the agricultural districts which is presumed to be 
founded upon regular trading transactions. Any forced circula- 
tion would be driven back upon the issuing bank. 

The general evidence of Mr. James is explanatory of the na« 
ture of the arrangements between the Bank of England, the Bir- 
mingham Banking Company, and the Manchester and Salford 
Bank. 

Mr. IcHABOD Charles Wright is a private banker at Not- 
tingham, and has been engaged in the banking business there 
between twenty and thirty years. The bank with which he is 
connected was a bank of issue up to October, 1836. The ave- 
rage issue was 50,000/. Since 1836 he has issued the notes of 
the Bank of England. The arrangement is **an advance of 
Bank of England notes upon a deposit of bills between a mini- 
mum of 43,000/. and a maximum of 50,000/. at the rate of three 
per cent. ; and an allowance is made to us for the risk and ex- 
pense of obtaining notes, there being no branch nearer than Bir- 
mingham.** The motive which induced Mr. Wright to give up 
his own issues, and adopt the circulation of the Bank of England, 
was " the conviction that we should enjoy a greater freedom from 
risk and anxiety;'* and he adds, "We have obtained all the 
advantages we expected to enjoy — a feeling of greater security, 
and ereater comfort to ourselves, and freedom from anxiety.** 

Mr. Wright has found that the demands for accommodation 
on the part of customers increase very much at particular periods 
of the year — that they are much greater at one time of the year 
than at another. They are generally greater when stocks are 
heavy, at about Christmas. 

He is in the habit of considering the state of the exchanges, and 
has experienced that a scarcity of money in Loudon generally oc- 
casions the demand for discounts in Nottingham to be increased. 



CHAPTER VI. 

EVIDENCE OF MR. ALEXANDER BLAIR. 

Mr. Blair is the treasurer of the Bank of Scotland, and, re- 
garding his views as respects the other chartered banks of 
Scotland, he made the following preliminary statement : — 

I received notice that it was the wish of the committee that some one 
person connected with the chartered banks of Scotland should be ex- 
amined : and I communicated that by letter to the following chartered 
^anks: the Royal Bank, the^British Muen Company, the Commercial 

F 
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He has been tiensuier of the Bank of Scotlnnd about nine 
years. For four years previous he was joint mEinttRcr of 
the British Linen Company Baii]^ and. vas connected with tlial 
batik since 1811. 

The Bunk of Scotland was elected by act of Paihament in 
1G95; its capita! is I.{)U0,UOOJ. It is b bank of issue and de- 
posit. It makes adyances in the way of cash credila and dis- 
coanla. It has IhiTly-two branches, and carries on all the ordi- 
nary banking transactions of a Scottish bank. The issues ol' tbe 
bank are madn tbron^h the mediuin of their cash credits and dis- 
counts. The branches are scattered over the wliola country, 
from Inverness as Tar south oa Dumfries and Duliso. The issues 
uf the othercharlered banks ace conducted upon the same prin- 
ciples as th[ise wbich regulate the conduct of the Bank of Scot- 
land. The notes issued are IQOl., 201.. lOl.. bl., 1 1. " Ws also 
issue guinea nclca, but they arc very aeldom used." The pro- 
porlion of notes under bl, iasued by the Bank of Scotlouu to 
those above bl. is as five to ihiee. The exchanges of notes 
betwBeo the Scotch banks take place in Edinburgh every Tues- 
day and ercry Friday in Ibe week. They are mads on different 
days in olhri places in Scotland so as to soil the convenience of 
bankers. He has juuked at the return of llie Scotch circulation 
in tiie appendii to the report of the committee upon banks of 
iesue last year, and considers that it affords a fair indication of 
the average amount of notes in oirculalion in Scotland. " I 
think it gives a very fair return as to the average amount, m far 
as regards the reliirjis nf our own bank ; of course I cannot tell 
how oilier banks make iheir Tclurns." He rcekons the average 
amount of what may be termed the miied notes; that is. promia- 
notes. the notes of the different mixed circulations of tho 
which are lyiiig to be exchanged upon the next eicliangc- 




day, lo bo about ten per cent, upon llie circiilation. That 
amount was nut deducted in the cose nf ibe Bank of Scotlaad, 
and he is riot aware whether it was in Ibe case of the other 
banks. Tfae exchanges of nuCea between diffeient bonks are 
effected as followai^ 

SDd thit the biUnecB uf thoie eschanses are seat ta Edinburgh to be 
xvlUed u the geaerai eichiuge in Eilinburgb ; that eteiv Tuesday and 
ytiihf the clerks of the difi-erenl bankg meet eilbeT u the Bink of 
Scoliind 01 the Kuril Bank, and there balance their ac-ouDls i aal 

the banki' debtor* lo the hanks' croditori. 

Doea the eichuige Uke place in thin mnnner between all the bank) 
in Bootland I— It 1> gf neral ; ali tho banks cichingc their noteg in [big 

elflfl through the medium uf agentj in Edinburgh who couduat their 



U there an^ fixed place where thoie eiehangei are efi^cied ?— Veg, 
Ihey lake plus al tbe Bank of Scotland or the Hayal Bank alternately, 
Iho former on the Tneadaj' and the Royal Bunk on tbe Friday : there is 
alga an exuhauge tar Glasgow, which lakeg place alternately at tbe 
" ' ' ~ ' ' and lbs Itoyil Bank, un the Wednesday and Salur- 
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Frikctional paiU of Ih^se balances of excIi»Dge nre paid in 
Bank of England notes or gold, and in the notes of the Bank of 
Scotland, the Royal Bank, uid the Brili^h Linen Compaiw. 
Thsnumbur of Eichoquei Billa in (lie bunds of all iLe bonks 
amounled in April, 1841, to 450,0001. ; each bank holds a statsd 
quota of those ; for instance, tha Bank of Scotland holds 50,0001., 
and the Royal Bank bO.OOOJ., " and ao it goes down." Accord- 
ing to anile for the purpose of making the whole amnpiaienl 
as easy o possible to the banks, when the amount of Eichequet 
Bills held by any bank is teducod to a certain point it ia obliged 
to buy from the bank whose amount ie increased up to a certain 
point. They are bought and sold between the banks at par. 
This mode of seltling balances has proved, in the eTperiencu of 
Mr. Blaih, and hebelieles, also, in the experience of the greater 
number of banks, far more convenient than the former Byetem. 

The e]spe[ise of the circulation of notes by the Bank of Scot- 
land, and the manner in which the items of that oipcnse are es- 
timated, is thus dcBCribed:- 
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days. ThE notes are not hEld by Ihe public, but are paid into 
(hair accounts. In consequence of the rate of interest allowed 
by the banks, no person has any indncement to keep bank notes 
in hia pocket, and the general practice of the country is to keep 
tbo circulation at as low a late aa possible. The numerous 
brnnch banks that are situated up and down tlie country are the 
means of taking; th'\ notes of Iheir neighbours out of the eiicle 
as spoedily as possible. In this way it ii nut possible for the 
oiiculation to be more than what is really absolutely necessary 
for the IraQsaclions of tlio country. The praclioo of keepiug a. 
banking account is very Reneral in Scotland, The Scoicb banks 
keep deposit accounts, which are believed to be veiy similar to 
what are called drawing accounts in London ; they also keep cash 
accounts, and they grant deposit receipts. There is no rule laid 
dowD as (0 the amounts for which a Scotch banker will give a 
deposit receipt, but generally speaking they do not rauge lower 
than 10!. 

The operations upon a deposit receipt are tbus explained : — 

rariaus aiouuDU upan the credit of that reseipl 7— The cduih dT Ihal 
IriDsaclion ii lliui. that tbi party Imldio^ a dgpailt reoelpl, wishing to 
draw aporlloD afil, piMcnti thi^ depot i t reccf pi. and endoraei Iti the 
interest la then calculated upon the receipt up to the lime of ila presea- 
tilion, add the Bum Ihal Ihe party wlihea to draw in piid lg him 
i;ener>IIy with interest, and ■ new receipt ii srantwl far Ibe bilance. 

Butoperatloas nre notearried on from daj to daj- upon drpojft te- 
eelpUl— No: the ordinarr coane of busfnesi is. that paillei wishing 
to irake lodgincnts upon depotit receipU do 11 wilh the inlenllon of 
allowing Ihe DOnry to lie for sans lime in Ihe hands gf the banken. 

Whit amount of Interesl Is generaJly allowed opon a deposit re- 
oelpl aeconnt I—The rate of laleresl allowed in Bcotland just now is 3} 
per cent., and that is allowed upon all dejiosits at eiery desctlpllon. 
whether upon rercipls or npon accuunii. 

The nature of deposit accounts, and the manner in which they 
are conducted, is described as follows i — 

It ii the uldlaar; banker's account, under which the parly in whose 
name the account stands pays In any auina whiuh he wLslics la deposil 
wilh Ilia hanker, and he Urawa out the same > 
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hie 1— Yci. 

Vvft, upDtl IheclftUy b^tDCe. 

Thenfore il ii hli intcml lo hold aa (tdoII b quiintily of the nolei o[ 
the biiak u posiible, aod to p4f lliem in sa frequently u poaaible ? — 

A "casli B<!count" IS an apcuunt opened by a Scotch bank 
witb an individual npon personal atcurity, given by bond, under 
which the party having the account baa tha puwer of drawing 
out, as hia Dccaaian may rvi^nire, on crcdil to the amount oC the 

Art! those cub accounts open upon the single band of the person in 
whoK Ikrour Ibej- ue opened 1— The rule is, that th« puly shall Sad 

persons. 

Ijuolneuhieoounlinliicl a deposit aecounl. with libertj to the 
periDD to merdnw la the exlent of Itie bond giien by faiinself and bit 
■ureliesl— Heusei the imounl uf his cub credit when he pleuol, npon 
■n tceuuDi VDikeil in Ibe isme niiy u k deposit uiaunt. 



Lvged Agoinst him, or lUloved to him T 
Whit rule of interest is vhirgedl- 
tereit which we chsrge upon the di 



B per 


cent. 01. the .m 




uf the debt, or whateTer lb 




laryi 




later. 


It at the time n 


*yl 


.d'-Yes. 










It not. then, nod 






yaUB 


'ilh , 


■espe 


lolb> 


■ Euh uconnts, 


the 


inle«slofihep.rijioi«y 


in di: 


I'byi 




then. 


ales that come ti 




handsl-^Certalnly. 












sgrs 






fopei 




— Vei 


., Ihey .le lo ac 






.iple . 




»bi, 


they: 


ue Eraoled, lbs 


t tbey should be «i : tot otherwi 




ndesi 






>ak would loH the p 


roai »hioh results from the 


circul 


alioa 


oti 


""ati 


; Ihe, not als, 


>of 


greU idTuitiga to commi 


eree. by er 










ride agninsl uneipected c] 




upon 


Ihei 








ier obligation lo ndinnce to 


thee 




of 11 


CUhl 


:redilI-Tb«ei 




ediU generslly In Saotland : 


range 






to 1.0001. ; those UD 


■ih- 


ordinsry sums, and it i. eridenl 


L fron. lb 


that I 


10 ffreal comtaei 






on o 




=ha, 
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Art Lhvy not practksll; b lec; greit prolection to tbe iidbII tndcr 
igiiDtttbe chsage oClimea and diOicull; dI gvLliag taoncf ! — I would 
RcircfllJ ABJ tbal tbM lA looked to fa rn^Bi^ to CBah cnsdita. 

The gross amount gf dEposits in the handbi of the Scoctti bank- 
eis bearing Interest vttLa stated birfare the commiltee in 1826 U 
21.0m.0mi. Mr. Blaiil cooalden that tmount to haro bera « 
mera estimate. I n his opinion the deposits have inarensed since 
that period, and may now he eslimaled al 261. uc 27.000,OOOt 
Tha grounds of his opinion are the geafral inroimation he has 
of the slate of the Suollish opemlLons, His estimate does not 
proceed upon any very fixed data. He is not prepared to stale 
what pToportion the deposits bear to the whole lucal note ciicu- 
lalion of Scotiaad, hulconsidera that it may probably be about 
the pioportioH of ten Co one. The institution of savings' banks 
has not hiLhecto made any perceptible diflerence in the business 
of the banks. They have nut diminished the average amuuut of 
deposits. Tile iraiunctions of the savini^s' banks are altogether 
of a different kind, and Iheir ceguUtioas are quite different ftoia 
those of the public banks. The money can only be drawn on 
certain days, and under certain regalatioiis, and they take eums 
only up to a certain point, aud many of the turns are very small 
indeed. The depoaiiora in the Havings' banks are acrvajits and 
thelowerclaases of society. They are a distinct diss from the 
itopoaitors in the public banks. 

The inertaaed compoUtion and cBtahl'ishment of an additional 
nnmber of banks has not tended to increase t}ie aggregate amount 
of issues by the Scotch banks. The issues of indiiiduail banks 
have decreased inconsequence of the compelilionj that is to say, 
the new banks have laketi up part of the ground of the alder 
establishments. Mr. Sl&ir seems to consider that an increased 
□umber of banks and branches bas not a tendency to diminiah 
rather than increase the aggregate amount of notes in circula- 






AcoordingtoastatemBntplaced before the committee by Mr. 
L&iB, it appears that there is a bank or branch bank in Scotland 
'ery 6,000 penon?, " ur ihereabouts." 



The banking CRpitnl of llie whole of the Scolcli banks in 16'2b 
•WHS giBled ill Mr. Cdlquhoun'^ book un tbe slalistica of Great 
Britain to be 4,90(J,O0Uf. Mr. Blactl considera that in 1840 it 
was from 9i. to 10,lX)0,OOOi. He is not prepared to say whether 
the whule of that is paid up, for the banks hue different stipu- 
lalians in their (vintmctS, but it ii understood to be puid up. 

Mr. Blub doea not apprehend that the increa^id prices of 
oiticles in Scotland in 183Q can be attributed tu itie iucieased 
isaiieuf cuuulry notea. He does not conceive that llie amount 
of the eiilculatiDn bas an; effect upon prioes. He thinks that 
pricea ato affi'cted by production, and the pecuniary meana of 
the purchaser. He believes that " loma aod discounta, the ac- 
tion of capitnl, may produce an effect upon prices ;'" and as to 
tho mode in which prices may bo affected, ho gives tho following 
evidence : — 

In whit way do laini and discouDls affect prices when the circoli. 
tiun doei not aflifcl them 1 — Loana aud diicouuts af^cl prices by cuiu- 
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quantit; oC melilllp I'urreacj' ? — The expoit of gafd. 

SuppasiDf the case ot a mixed currency) partly oonaiBtiiig of m< 
aod partly gfa conietlifale paver, iqighl nol an inurpue of priw>, 
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ftOteti pricM lOoDrding (o the AbuDdatiCfl or scuTCitj of eqpitt] at B.DJ 
plrticulu time. 
Bat luppBsing that ^y the (dDption of luch expsilietiii u that of 

■iOOMBl. of nieUlllc moiw; »ouLd hive da^e befsre such eipedienU 
were adopted, job do Dot think thil the wlopllon uf luoh vipedinnu 
will praddi;eiDjr pfftoEupoa piicea? — InaAbnah tm it wUJ not decnue 

If the quintilf of auaer li greilet ud circulate* fut«i while a pot- 
lion of it ii nDn-ineuiDic than would be the cue If It werE all puielj 
metallic, do jdu not think that pricei would be iffeoIFd by the intrn. 

by the accumulatian or Jobs ol capita], the mdox oe efflux uf fureigu 
caj^tali and b^ the coaceiitration and direction given to depoaita aa ap- 

Mr. BtjiR considers that tht! loans and (liacoiints of banks 
sliould be regulated with reference to the foreign eichanjes, in 
order that the canfentional mode in which the Bank of England 
tetdes the exchanges might be aaaialed by the operations of the 
different baoiis UiToughout the couctiy. The rule of the Bank 
of England he underatanda is lo keep a certain nmoun I of bullion 
in proportion to their liabilitica. With reference to that rule he 
Uiljika the bunks throughout (he counlr? ahoitld regulate Iheir 
loans and discoanta. They should consider whether the reserie 
of bullion in the bonk ia iiicreaaiitg ur decreHEiug. It is his npi- 
nion that at & period when the CKchangea are uufatourable, aiid 
Ihe Bank of England ate contracting their citculalion, the prO' 
TinciHl banka ought to be tiiore cautious in granting loans and 
discounla than they were before. The Bank of Scotland always 
acts upon that principle. 

Inyiriably !— InTariablJ ; we alwaji lake 11 into yiew. I do not 

conalder Ihe action of the Eoiik of Engliiiid-, we act upon the pria- 
eiple of taking the moicm^nl of the Bank of Enylaod into conaidcn. 

When the interest of money in London ia high, and when dis- 
count is difficult to be procured, there is a tendency to increased 
spplicalion to the Bank of Scotland, and to bankers gentralty in 
ail parts of the country, for discount. The tendency at such 
periods, if money is more Tdluablc, would be. that thu deposits 
should bo withdrawn, unless the hank raised the rate of ilii- 

The Bank of Scotland always keep the slate of the foreign ex- 
changes in view. Their wiah is not to gii contrary lo Ihe acltun 
0/" ibe Bink ol England, but rattier ui every way to assist the 



>iewa of Ihtt EBtRbliahment. When the f^xdiHngea are unfa- 
Tourable, Mr. Blair atates, "wo alwa^^s avoid any extenaian of 
our accummodaLiDD, and the tenJeui^y of one buaineaa is lo rc- 
slrictil." It is, however, uol Ihcir rule upon bU occasions when 
Ihcro Lb a Tariation ia the bullion of Ihe Bank of England lo di- 
miiiisll Iheir trBnaaclioua, Ho caa gi>B no opinion as lo any 
mode by which the baoka of ScoUand cuuld be made to regulata 
iheii ciiculatioQ vtilh reforence to the foreign exchanges: — 
Suppaiing the commllleenFre ultliDitelf lo tie dF opinioa (hat the 

Ihe foreign fiehangej, can joa luggEit an; mode in whieh ttait 
nri^euilT could be enfncKd upon Ihipm?— No, I ctncoli I niBf uy. 
Ih.l iniuniiiohai in IhB Import of the oommilleB that sat upon imijt 



•pect to Engllih praclicp ; but I think It hntd Ihit a Llrerpool [D(>r- 
I'hinl, Irediog lo ladii nltb illslont returni. ahoiild he npoJifd to hair 
)i[i credll suddeul; recalli'd, and hla iffilrs Ihrown Inla caafuilan, bv 
the operatiana, and prutiabi; m [i taken operalloat, of the corn merchant! 

Mr. Blair sees no objection, from his knowledge of the sys- 
tem of banking iu Scollnnd, lo all banks being required by lav 
to make a return of Ihe amount of their notes in circulalion week 
hy week. Nordn-B he see any objection to the aggregate monthly 
circulation of Scotland bemg made out exactly as it appears iii 
Return 34 in the Appendix of the Comiuitiee on Banks of Issue 
last year, and publidhed in the Giatlte bs soon after the ex- 
piration of the month as the account can be made up. 

The deposits oC the Bank of Scotland are inreated in loana 
and discounls, in gotemment actmtiiies, and Eicluquei Bills, 
and lUo in commercial hills. In order to give security lo Iho 
holdcti of their notes, and ateadincss lo the circulation, Mr. 
Blaid conceives that all baiiks should hold a certain portion of 
Iheir liabilitid in coarcrlible lecunlies, such aecuriiiei as can ba 
lamed into money at any lime : — 

Stale irllal thosi- are ?— Gold, Bank of EoBlaod nolns, and nationa] 
KFuriliea; thuH princlpallj; tbey might aliu have a certain portion it 
Ihi'in, a verjr imftlj prupurttun. Id bills of eKi^bange and Id loam. 

Do ;ouGonalder national ituek and Kuhtquei i 
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'rte reproseDtnliyei oC the difTennt chartered banks in Edin- 
burgh are in the practice of meeting periudically, and fixing tho 
rale of interest tu be allowed on deposits and the rate to bo 
charged for discounls. Hitherto the msetiiiga have bsen com- 
posed of representatives of Iho five chartered hanks, Bnd gene- 
rallj of Sir William Forbes and Co.'s bank. They all bind 
IheiDselves to act according to the agreement, so that an indivi- 
dual going to Ihu Commercial Bank, oi going to the Boiili of 
Scotland, to have a bill discounted, would be suie of having the 
discount always at tbe same rate. The same rule ivould be ob- 
aecved in all caaea of deposits. These arrangementa hold 
Ihjougbout all the branches of the different establislimealB. The 
meetings are held upon erery public occasion wliich is considered 
to be of consequence to the banks, or which affects their general 
interests. If, for iiiatimce, any change is made by the Bank of 
England in the rate of discount, there is a meeting called. These 
meetings are called by the treasiirei of tlic Batik of Sco'.land. It 
appears, huwcrer, that tbe banks do not always act in concert : 

1 lee bj relura No. B. glveii In by J'ou. tbe r«te o( inlerest upon 
drpoiits in the Scotuh banka wu incieueil » Iste ei the Slh of laac 
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InCHBtf Ihcir dEpotiU vhieh <Qdaccd them to gi>« > higbei »le nf in. 
lenit mt Ihit llmfl. 

Some of ihe Joint-Slack Banks in Scotland da not admit tLo 
principle of holding a Imge rescrre of convertible gecuritiea iti 
the flame waj that the chaitered banks do. Thoee banks, there- 
fore, which employ all their capital and depoaita iti discounting 
at 5 per cent, are considered better able to affurd 3J per cent, 
interest to their depoBilors thati those which invest their money 
in government securities. While Mr. Bi-aib admits this fact ha 
at the eamo time thinks that it would be highly conducive to the 
safety of banking apeialionB, and but fair to the chattered banks 
who act upon that prmciple, that the rule should be made gene- 
ral, and that all banks shoold be compelled by law to invest a 
portion of their reserves in government Becuritiea. His opinion 
IS (hat, if it is a light and proper thing that there should be a cer- 
tain atnount of commercial credit or discount existing through- 
out the country, that amount sbould not be made Ices at timps 
of pressure, and tbal upon such occasions it is better that the 
banks should hold accurities of another description, which, if 
their depositors make a demand upou them, they may transfer 
to their depositors. Upon this peculiar topic he gave the Ibllow- 
ing evidence : — 

yoauiumeacerUlaamouDtareredU; who is to he thi: judge of that 
BRiouDl vhea there ire ■ viriely of banka t— The mintiei In nhlc-h that 

ohaervUioii of the penoni who managB the bank. 

It the (laDanl of credit di circalalioa maul, u ;ou aaf, dipend dpon 
Ibr dlacrctlua and eiperl?Dca of Ihr muasera of the bonki, ongUl not 
JDU on the lame piinoiple U allav them to invm thxirdepoitta In vhat 
•eeuril; the; thought in Ihelr diaontlDii wu the beatl — irthe phauiple 
«hlcb 1 haiD laid dawn does not appor TIUDnable Di a gEneial ruU', 

m«nase« should me their own diserelioB i but I am mcrplj arguing Ihal 

Yuu ta; down the piiociple thai the amount uf drpoilla muil be 
drtcnaiiieil bj Ihe dUcrvtluu and Hjwrieniie of the imiaagera of (he 
bink>i whgr du you not eitaUlih the «me principle in refennre in 
allowing the raoaageta otever]' bank to eurctie their own diKceiiau n> 
In the luTUlmeBti I — I have alraadr (tiled lbs renon, bxMiMl odb- 
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irttTeace ought lo like place with the hanlu to 
pec cent, by ■uth an operaUon?— If It can be 
B oalf be L'arricd an aately [or a liingthened 
pcciod by Euch lesenei, and if It ii also ihown that for a ytij loDig 
period SeotLtah banking baa proceeded wLlh the most perfect Bafrty, lo 

and, Ibeo I think it woDld be right to conaider how fa il mi^lit be pro- 

But, beyond the lou of 1) per ceot. of Inlereit, nilgbt oot the bank. 

far lerlouBty In a time ol preuure fnn a faQ in the price of Ihoie go- 

liiLie long held eoch ■ecuiillea ; and I thiok, If they are well mtoa^rd 
and properly attendeil to. no such reaolt will occur. 

Mr. Blair baa seen chaugHB in the public funds to the extent 
of a fiuctnation dowu wards from BO to 65, and ha opiniou ib that 
banks ahauld bold rcecivea indepcndtint ot their general busi- 
itcaa, whatever may ba the sacrifice. By this means Ibey will 
not only be nblo to pay demands upon Ibem by depusitors Bl 
times of preaimre, but they vill also be able to cuiiliiiue Iheii 
credila to the country in a consistent maimer. He lays d<iwa no 
jule whicb should bind all banks under all circuinglancea, but 
only that a certain reserve should be held in government 
Becurities. He cod aiders thai bills are not a fit reBorre. The; 
are, perbflps, safe to a ecrtgin exlent, but they ore only 
rafe because it is not lbs general practice throughout the 
whole kingdom lot banks lo hold sucb BeeuiitieB as reserveB, 
And he thinks il 13 Teiy probntlc lliat one cause of the incrcasud 
upplication Tei diaconulB lo Ihn Bank ol' England aud other gicat 



buikg of (he country at a lime of presauie may arise from bills 
licld aa reaetvB by many of the country banks being allowed to 
run off for the purpose of meeting demands made uyon them. 
Wilh reference <o govemmeat securities Mr. Blair states that 
depositors in a bank do nut require payment of their capi tali 
they only require a higher rate of interest. The action of a 
pressure in the money market is this, that the value of stocks 
ibUs, and therefore a higlier rate of interest is given. " Under 
these circumstances the depositor virtually takes a transfer of 
stock ; he is eoateot, and there the transaction ends." This Mr. 
Blath bellevea in many cases to be the result of a. demand by 
depositors upon banks under such circumstances: they get a 
higher rate of interest, and there is no call upon the buik for 

Siajment except by the IransftT of stock. His meaning is more 
iilly brought out in the following evidence : — 
What you meu ii, tbsi either tbe il^poaiCDi ia BitisSed wilh a higher 
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lave appeared before the c 
ibe tepresenlative of his own views onlj. Il does not appear 
from ■what he slates Ihat there was any sanction of his opinions 
hj the other chartered banks in Edinburgh, and from one of 
those eetabltehmente he received a distinct iiotico that their riewi 
differed from what they miderstood his to be, and this he tviI 
requested to state to the committee. As might be expected, hit 
evidence relates entirety, with Bomo trifling general ixceptiona. 



are managed ; their practice of keeping their accounts ; the e: 
pense of tlleir note circulation. As regards matters of opinion, 
he conaidi-rB that the movement or the Bank of England ought to 
be the gniding principle of the Scotch banks, and tlial all bantu 
ought to hold a third or fourth part of their assLts in govern- 



CHAPTER Vti, H 

EVIDENCE OF MR. I-lllMROSE WILLIAM KENNEDY. ^ 

Mr. Kenncdv is the manager of the Ayrshire Bank, which it 
a Joint-Stonk Bank in Scotland, established in ]83i). He has 
been in the hank from its formation, but baa been manager onl; 
three or four years. He was formerly in the privatr bank of 
Messrs. Hunter and Co , of Ayr. The Ayrshire Banlt with 
which Mr. Kekkrdy is connected has nine branches, all in that 
county. The dislrict ta almost entirely agrieaitilrol. There is 
pne agency of the bank in Kilmactiark, which is a manufac- 



turinglown. Heallendcda mecling in Edinburgh of the tanliere 
of ScolUud, when n deputation was appointed lu wait upon Ibe 
Chninnan of the Coinmiltee on Banka of Issue, and the depu- 
tation waa empowered to nppoiDt so many Tritnessea aa llie com- 
millee would hear, and he wan appaintei£ with Mr. Anqerson, 
to undergo thia examination. 

He hiu looked at the rcluma of the circulation in Scotland 
which were laid before the Committee on Banks of Issue last 
yeu, from the year 1833 to 1840. These returns, he considers, 
are not ai ourately broiiglit out in the earlier part of the period. 
Since 1S32 seieial banks have retired from hiisinesa whose 
circulatiuu formed a part of the aggregate circulation of S<:at- 
land in 1833, and whose relums have not been made la liie 
committee; cansequently the ciiculation of 1833 as iiiven in ibe 
return dues not lepresent the whole cireulation. Hie impres- 
sion is that the amount of the circulation in the earlier part of 
the time to which that return refers ie less than the actual circu- 
lation of Scotland was at the lime by 3OQ,O00i. :— 

Do j'DU eoneeiTf, thrn, tliu the amount of circutAtion in l1ie eir)]' 
part of thii return ought Id be Icereued by tbst amount. In order lu 
giieajuit ideiolwbat Ibe ageiee*'' cirGulilioDof ScotUud nae at the 

Wu tbftl the amouat of the ciicolutiDn, go lar u jou can fum an 
opiDlDo, afthoie binlu whtch hive loiiUy ceued to luuel — To the 

qoire tbi^ti^ It would be deEirmbte to hava returas of depoaltH. 

The names of (hose banks which have tiilally ceased to issue 
sinee 1CI33 are Carrick, Brown, and Company (commonly called 
the Ship Bank of Glasgow), the Dundee New Bank, the Com- 
mercial Bonk of Dundee, the Paisley Banking Company, Uam- 
sey, Bonar, and Company, of Edinburgh, the Paisley Uoion, 
and the Thistle Bank in Claagow. The Glasgow Ship Bank 
was merged in a company now called the Glasgow and Ship 
Banking Company. The manager of the Ship Bonk kept no 
returns of its circulatiou when it waa a bank by itself, and it 
was only ailcr the bank became conjoined with the Glasgow 
Bank that it was possible to make a return of the joint circtila- 
lion. The exchange between the several banks in Ayrshire 
takes place once a week, and the balances are paid by a draft 
upon Ldiuburgh. There is no special undcFStanding that the 
banks in Ayr should be regulated as to the rate of disumnl and 
the ratu ol interest on deposits by decisions or arraugemenis 
among the bankers in Edinburgh. A different rale of interest 
has hueu paid in Ayrsliire for a period of time from the rale 
ot interest paid in Edinburgh. The rate of interest was raised to 



3 J per cent, when thcBanli of EngliLnd. raised tlieir discoimtrate 
to 5 per cent. ; and this rate has been maantained ever aince the 
comiBBQceinent of the last pressure. The rate of interest wM 
raised in Ayrshire before it was advanced by the bsjiks in Edin- 
bmgb. The Bank of Scotland dlBcdunted at 4 per cent, in Ayr- 
shire, ivhile the Ayr Bank discounted at 5 per cent. 

The average time during which Ibe circulation of the Ayr- 
shire Bank remains out is from a fortnight lo Ibrec weeks. 
From 30 to 35 per cent, of the circulation is retired weekly. 

Mr, Kehnedx iBuot aware thatauy objection could bo made 
to a. Teiuni of the weekly nmount of notes in circulation by the 
Scolch banks being required fay law ; and he Bees no objec- 
tion to an aggregate monthly Btcoont of that circulation being 
published in the Oailtte ol soon as it could be made up. He 
thiuks it would be highly desirable thai that should be done. 
The system of banking in Scotland induces every person to 
hold as few notes in bis possession oa are absolutely necessary 
lo meet any current payments that be may anticipate ; and, as 
the banks give a high rate of interest upon all moneys deposited 
with them, he thinks tbat oSera a strong inducement to every 
man to keep as little money in his pocket from which he is 
deriving no return as he possibly can. 

Mr. Kennedy looks very narrowly to the foreign eichangei, 
and to the operations of the bullion in the Bank of England, 
knowing that on adverse exchange always brings a drain npon 
his reserves. When he leeB the foreign exchanges turning he 
directs bis agents lo limit their discounts as much as they possi- 
bly can : he raises the rale ol diacouiil, and at the same limo 
raises the late of intfrest on deposits. The effect of this adruice 
in the rale of interest is thus explained : — 

YoQ i»7 Ihit when you perceivB lh«l tbt (oretgn ncfaugH ue lora. 
ins y"^ "^f tba rate of interest on dvpoBlti : itlU ;ou explsin with 

of JDlerest in Scotland I ooneeWe la l>e thl>, that we g,iie to the UTtng 
■nd DccumuLadve alasa of the community a fair proportion of the whole 
^d by [Dveatnienls of ani^h a description as a 
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notqulMio ubrioui «b; fou lalie the rite ol InlsHBt on deponiti for 
the purpose ct eSiictlng tbat obJKl 1 — Becaaie it indiicei ppople lo pay 
■Dore mone; in lo u>. U I giie 3j p«[ eedI. iutereBl, iniUul o( 2^, 
patUei will be more iocliued tu lend me monej. 
Th«f bring your own nolei la;— Yea; lod alia Uie notes of ail olhcr 

irj'DaruKtherileorinlen'it ondiicounts are you not compfUeil 
in aelf-Jercnce, Id order to preaerre the amount of j-our di^posits, tu 
laiie ihB rale uf lulerMl on Ihero !— Ve«. 

Althougli Mr. Kekhedy is in the habit of attending to the 
foreign eichangas, he considers that the fluctuationa in the 
aroounl of our currency from one period of Iha year to the 
Other do not take place in reference lo the foreign eichanges in 
any mannei or shape. They are forced upon ub by the nalure 
of Iho Iransaclions in Ihe country. During two periods of the 
year the payments made for rents, vagen, interest, transference 
of heritable bonds, and one thing and another uf Ihat descrip- 
lion, cause a greater amount of notes tu ha necessary to perform 
the traEsaclions uf the country : those Suctuatioua, cuusequently, 
cannot bear any relatiun to (he foreign cichaugcs. 

One source of ihe issue of nulea hy the Ayrshire Bank is hy 
cash credits. This source of issue is not, practically, imme- 
diately under the control of the hank, because it has never been 
in ihe habit of calling up the bonds. If it vas ueuessary, the 
issues upon the cash accounts could he stopped. Advances 
upon cash credits are made upon the security uf parties of un- 
doubled credit authorising some pcraon to draw upon [he bank 
to a certain exicnt. The bank comes under an obligation to 
make that adtancc, but without any stipulation in fact, always 
reserving the power at any time to refuse Ihe advance, or lo 
call up Ihe balance of the account. In limes of pressure in the 
money market there iaa diminution of the reserves of the bank. 
Mr, Kennedy always endearours to keep the amount of his re- 
serve bigll ill tiroes of prosperity, so that he may be easy in 
limes of adversily. When a lime of prosperity comoa, suppose 
au unfavDurabte exchange and a tightness in the London mar- 
kcl, tho operation of that state of things is that ho diminishes Ihe 
amount ol reserve ^hich he holds in London and in Edinburgh, 
and thus supplies himself with the means of sustaining the ordi- 
nary amount of advances to his cuslomers. When tho foreign 
exchanges are againct ihia country he raises (ho rate of iutcrest 
on deposils and discounia, which practically produces a reduc- 
lioa in (he amount of bis circulation, and besides this he is 
aware of no olhvr mode of reducing his circulalion at such times. 
He has either in Exchequer Bills, or lying in (he hands of his 
agents bills or some olhei detcriplion of easily lealinbte Kcnri- 
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lies Id H considerable a.mouiit, such as he haa toaad tAeijttatt tv 
meet any drain diat has hitherto taken place. Those reaervea 
being easily available bear a loirer rate of interest than 
what is olloTcd on deposits, hut with ihnt lower rate he ia 
satisflBd Tor the soke of greater socnrily. The London rate of 
interest generally governs the Ayrshire Bank; in (act invariably 
dors so. It follows the operation of the London mnncy market 
in great chuogea, but not in ill iiH fluotuationa. When Ht. 
K.ENNEDX speaka of realizing his rcsurvoB in periods of pres- 
sure it ia not to be understood that ha ai point of fact brings 
money down from Londou or Edinburgh toAytshiro. Ths man- 
ner in which the increased detnanda upon him at such periods 
ore met does not either mcreaae Uis local cirouktion, nor dimi- 
nish or disturb the citculaiion of London otEdinburgh : — 

But yon ilio itatnd tfast at tfap Vran whcti th^ foretgii t^ichttigps wer* 
UDfaioutable, nod when Ibere wu ■ prpiiure upon the nuns; markei, 
you Ibouttat It impermllie u ■ Deuure of prudence to renliiw loine of 



cdunlrr TuDdi realiEed In Edinburgh or Landuo, [i In poml of ful un- 
timount to fDur Kqulrlne for laurself ■ ceilaln ponion of Iho LoDdoD 
currencr or the Kdmbnfgh curteuej, lnumuch la the luaal inoreMe of 
jour currency ii not at that moment laDtimount to ttie iacreue of the 
aggrejale cunnncy of the country T— But we ilo not bring Lnlo our 
country the Edinburgh ut London mowy. The dinlnutlan of our le- 
aervea lakpa place ia thli vray : parllea limie pajmeals to nuka iu 

llicre to mnt thoie piyoienti : but we du not biing down gold or Bank 
of England notea rrum the London niuhel in order lo pay tbem BWa; la 
our counlry. 

Though you may not islnall; bring doTO gold or Bank of Bnglond 
noli't, ii not the eSMt of jonr dimiolihlng Hie amount of your reHrva 
to Edinburgh or London, and incraaalng by that meana thv adranaea 
Iu certain local boiroiten, lanUmount to bringing down lo muoh of the 
Edinburgh or London currency Into your luoallly l—t cannot see that I 
brbig any outrenoy down ; It la merely a payment madF Iu London, gi 



[tea : luch aa Exchequer Bllli. and ilioR-dsled 

I in London, and money lying in uur agent!* huidl 
;ow. and other placet. 

many tbouiand Exchequer Billa, either in Lon- 
of course the proceeds of thoae Eichequei BlUi 
t of your agent, whether your Edinburgh agent or 
■Vm. 
fou direct Uine funds to be paid oat, you do, in 
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Oi> not Tou bring down fiom London to Af riblrp i certain parllun dF 

iribucfU^cIoIliat tiaDucdunbelo coble jou to supply Ibe wuiU 

Uut dun unuuDt to InD^fflr ut lo much of ;our binkiog uplLal from 
LondOD lu (he couoliy t— II ii rather more the ]nijmenl of a debt due 
b) Mine partlei Id A^iBihirr lo aonie pullei lo London. 

The range at fluctualiou in th.ii amoutit of the currency is 
inucb larger in the agricultural districls Ibnn in the commcicial. 
The ruige of fluclnation iu the Ayrehire Banh U la the extent 
of 50 pet cenl. between one penod of the yeitc and anather. 
Tlie range of fiucluation in the commercial districts, taking that 
of Glugow, between one period of the year and another, is only 
25 per cent. The currency of the Ayrshire Bank forms ahout a 
tenth part of ils deposit money ; that of the Glasgow and Ship 
Bonk about ■ Iwenlieth part. These periods uS increased and 
diminished circulation occur with perfect regularity, month by 
month iu each yeu. The amount of ciicuUtion m conpand. 




■Willi depcuils ia liirger in the agricullunil tlian in Uio coramoroial 
dislricla. 

Since 1825 thn number of banka in Scotland haa diminished. 
In Uul yeai therj were Ihirty-Lwo baiika of isauc, and by thn 
Inst relum Ihers are only Iwenly-nine ; but the number ur agen- 
cies in agricultural distriols, the Toniote and poor diBtcicts, hu 
been increased vcnr much. In 1B25 iheiu weie unly aeveu baaki 
and branches iti Mi. Kennedy'! district, and ihoia arc Dow 
tweuIy-seTen ; but these aio placed In small towns and vQlagei, 
chiefly in the pnstoial and HfricuKnral parts of the cuuntry, and 
are for the purpoae of drawini; in a< much as possible the saTingl 
of that description of the populnlion, and to give out in such 
sums as suit that description of population the oanitnl which ia 
acconiulated by the industry of Iho people. Ho does not think 
that ibeie has been an increase of the general bnukina business 
□f Scollitnd equal to (he great additional number of banks and 
branches ; but that there has been an enormous increase of 
banking business in that couatry since 1826 appears from a re- 
port recently laid before the Glasgow Chamber of Commerce. In 
that repurt it is alated — " The tnl reiuru of the circuUtioit w" 
made in Scotland in 182S. Everi ~ ■• - ■■ 

advance which Scotland has made I 
For instance, in the formGi of those years she nanufactured 
55,000 bales of cotton, in iho latter 120.000 bales. In 1826 the 
produce uf the iroii-fuinocea was 33,500 tons, in 1840 aboat 
250,000 tons. In 1826 tho banking cnpitnl of ScoUand was 
4.90O,0O0f., in 1840 it was about lO.UOO.OOOf. ; yet, with aU 
this progress in industry and wealth, the circulation of notes, 
whioii iu 1825 laried from 3,400,OOUi. to 4,70O,OO0(.. was in 
1829 from2,960,0(X)(. to3,tj70,OOUt., aod, in tho first ihreu month* 
of 1840, 2,940.tHI0i.'" 

Hr, Kennbdi consldcra that there are not more banks at the 
present moment in Scotlaud than are necessary, and, altbougU 
the proiits are kept very lew by competition, that them still it 
loom for all. In comparison with the increase of (he banking 
establish menli ttiere is a diminution in the amount of noles cir- 
culated. Free competition, and tho multiplication ofbank* and 
branches, have, in his opinion, a tendency to dLmiDlsh (he 
amount of notes in circulation : — 

Sluts ihegrouadi of tliKi opinion 1— To Uki- the feailB14. whinh I 
think >■ >. tt\t period of campirlion. Dolwllhitinding this vutly 
Jnereued imouiitor baJilncai, Ihecurreno; 'nrled In tiii.- fBsr isalfrum 
l.StO.OOIII. loS.Sgi.saaf.i now lh>tlii>l>r([er amount or uurrencyllua 

ling In Stolland, sad 
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The BXplumtlDn jou wonld glv« of the 



UtioD I— Yei : 1 Ihink 11 luofci u though H woul<l do nwiy Hlth uui 
eiiculatLoa aJtatttther bc^ oad ane-pouad aot«. 

The banklug Iiclliuei referred to, in Cut. dlacbirge tfae functioni of 
t. Dot* etcoulitian T— To thnt eiteal 1 ihouLd lUak the; do. 

Mr. Kennedy U incUned to betiefe tlut any legialaliTC inter- 
rerence in uny manner oi shape with the preBont aystem of bonk- 
ing would lend to cieEle sn alarm upuD the mind uf the public as 
to what thu effect of that legiolalive action might bo, and that 
coniequently it might ahoke that contldoDCfl in the management 
of banki that baa hitherto exiated in Scotland. If from an exa- 
mination before a parliamentary commillee it abould bo suppoaad 
Dcuoaaoiy to employ stringeat messurea to induce prudence in 
the management of banks, the public may argue from that that 
there hai been imprudence in the management, and coulLdeuce bs 
ohakcn. A largo proportion of the landed proprietois in Scot- 
land are ahareholdera in the bonks. He would not approve uf 
the government introducing any measnie to limit (he reaponaibi- 
lity uf sbareholdera. Uniimited rcuponaibility ia a eheck upon 
imprudent action, and he cannot underslond why, upon any 
ground, the safety of the public should be limited. In England 
unlimited ruuponsibility, if it has not operated as a check upi>n 
imprudence, has pcotecled the public from loss. If there is a 
very larjjc demand upun the banks, the competition then is on 
the part uf tbe public, and not oa the part of the banks. It will 
not necessarily follow that there is auy dxapoaition on the part of 

la ouoHqueniia oC thli tncreueil ■p;U»llon tor lonru. lod the *peca- 
Ullve (lli|i«lUun that preTtili, it thern out iHTFit ivadfu:! dd the put 
ofoU thehukitoiDoieiK thclrluueil— lihDuliIlliiak lbs vffuct uf 
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The est&blighinent of a giagle bBnh of issue for Ibe United 
Kingdom would, Mr. Kbnned): cooBideca, be very destmctive 
toScoLlaud: - 

lo Mliit wayj— ll is petficlly clear il woold OTerturn the preieiit 
•y.lem ofbanklBg ia BooUiod. Our sjilem of banking 1> baitiid gpon 
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laliow1eB>inte»>l, or probably no lata. 
Tvt\ H( All, anu our B^'aiem irul t>e totally cbooged. Interlaced la tbe 
IrnBuctloni of one portion of the community are nlth thmeafanotber, 
Iboie partlei who baie more mone; tban they can rmploy pliceitlnouT 
btodi. irhilit IhoiH liartlea nbo puBae>9 akiU and Induilry. but want of 
capital, are throu||h uur meana provided with the capital ntneiautj to 
make their indualiy productive. Tbe loaa of tbe prollt derived from 
their drculatloa would probably force the banka in timea of difficulty to 
....: ip iho adiancei Ibal they ■■— — ■■- '- 
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ly the ( 



! upcD them by their depositors ; heaauie, if we allowed 
• luneriaie ui Intereal, DOrdepollCara would become lestieaa. taketbrit 
money from ug, bring It up lu London, and iuvcal itinforcl^ fundi and 
In all aorta of wild speculaliona. The only Inalance in Scotland la 
which wu allowed uo intereai was in the year lg^^, when there arose in 

ludh as haa never been leen at any other time in Scotland ; partiei of 
■II denooiioatioui. from hieh id Ioh-, went Into every description ' 



[ tbe 






hey uauslly got from banks being totally la 
flonceiie lo be the result that would arise fl 
ent currency, and the eitabluhnient of one 
hUeO^ct 
Caa/oaittte wbif tra the profiUbj join ?i,^tiilreulatlont<niU^i 



commoditing the publlo?— It la pulvvr; eu} loteptnle 
the Dae frani the othvr, u our paymcnia «e mvlc upon 
A binkci'i prgflU ire derived rrom two lourcn, — the ht 
the depoiit mDne;. and the relurni thnl he gets from h 
We haie tried (d eitimiite the Hmnunt ul depmiti In Soot 
we cBlculue It it ahuut thtnj milllana ; thai, at the brt 
per ceat., yieldi tSO.OODJ. uiniully. The ouirenc^ we «1 
mllllnna. sod that, it b per ceat.. 150,0002., making ■ 
SOO.OBOi., which 1> the whole ptoBl derived trom binkin, 
Out of that ire to he deducted the vholeof (he charges. 
Hgcrsi it will be perceived that the giDia proUt of the < 



bore the jiropDrlion of a third t 

lively to 

mj own 11 li Just a third. 

Bappuainf that Ihe prodl apan yoar eirculallaD ia 3^ per ceal., ■ 
uauming the qusnllliei which you atele of depoiita Ihinj mllliani, a 
Ihe clrculatiDn three milliooi. »{ (er cent, npou the three mllliona 
llllh more Itain ■ quitter per ceat. upon the thirty iDillluni ; ho 
therefore, would the loaa of the profit upon your ciirulutioa iSect u 
greater exteot lliaa n quarter per eenl. jour power uf allowing inler 
□0 depoaittT — Became, In addition to the logs of my own circulation 
ihould be obliged In hnid, in the abape of gold or aotea of one bank 



It preaeot deriving ■ prodi. re. 
maiamg unoccupieu. 

It was Muted to the committco of last sesaiou (1^4(1) that, it 
(heia yita one bank of issue, bankers might lecoivc Ibe paper ol 
Ihit one bank of isaUD, and be induced to use and issue it at an 
allowance of 15b. per cent. This, Mt. Kennedy ia of opinion, 
would not be a profiialile orrangeiiKnit. For that allowance it ia 
oat likely he would become an issuor of paper bo circumstanced. 
H e wonld rather issue gold. Mia present impression is that ha 
would decline to receive the nolea of any bank of issue on such 
ail allowance. The same checks and lealrainla on the issue of 
currency which now exist would nol ronliiiuc lo eiial in IJcol- 
Isnd if a single bank of iseau was eBtabliiihed : — 

BxplelD whj yon thiok II would nol I^-Id the flnt place, it wonlil 
deilray the present syllem at banking in Boolland, and the causes that 

wants of the publii fur eutreney would tie dune away with ; ire ahooM 



not allow B hi^h rite of depotit interest^ but ahoald prafaalilj adopt 

fdrae the public to huld a largpr amauDt iif aumne;, laahart, itwonrd 

KOuld be the effect of It. 

The circnJation of Scotland can have no effect upon the circu- 
lation of England. The currencies of the two countries are lo- 
UUj Bepnrate, and Mr. Kghnedv docs not see whj' the currency 
of Scotland should affect the value of the currency of England 
uiy more than the currency of Scotland should affect the cur- 
rency of France. " Uur currency ta limited entirely in its aetion 
to our own country. Supposing even it was in cxoess, it caanot 
travel ont of Scotland. By law our W. notes, which form ■ 
largo potlioQ of the currency, fuim no portion of the currency of 
England, and onr bl. noloB neter do in practice." 

Mr. Kbnkedi can point out no improvement on the present 
system of banking in Scotland further than with regard to all 
large companies in general, that he thinks it would be desirable 
the public should be made acquainted with the parties with 
whom (hey deal ; and that it should be imperative upon all joint- 
slock oumpanies to publish the names of their pruprttlora and the 
places of their abode. In chartered banks the parties are not 
liable for any thing more tiian Iho shares they have subscribed. 
This system he should be surry to see extended. The unlimited 
lespon-iibility of the bankers to the public is an important ele- 
ment in the constitution of a bajik. and is the heat safety to the 
public. The convertibility of the iasiios into coin is also most 
important. In reference to the Cact that there has been loss to 
the public from the stoppage of unchartered banks of unlimited 
reapoiisibilily while there uaa been no loss from the chartered 
banks iho foUowhig evideiicu is given : — 

t'lioo what ground then do j^ouieit jour former aa<ici?T. that in ;aur 

Ibe BitperihMice of BcDtLand L» direotlj of an oppogile tendency I — The 
experii'Doe of Sootlaud, 1 concnve, dae> not exactl; warraal the Don. 
cluilDD thai all hanki ot Umlled reipaDiibililjr wuuld be atlvantageoni 
lathe cuuQIry, a1thau|ih the banlii in Scutland with tlralledrespau^blUt)', 
1 am perfectl}' ready to admit. baietKen of very great henrltl to Seot- 
lnud. At the period In the history of Scotland when thuie banki were 
ronned, the stale of oplaiou whh reEard lo bankiug woa not soiouodoa 
illt now, Bod peapiepoBieased of property were not Indliqed 10 Tun the riflk 
that Ihey auppoaed exlitedfrom enga^ngin banking. It wu iherefure 
neoeiiary, in order to create bankingeatabllBhmenti fur the country, «ul 
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Mr. Kknuedy's Dvidenco ie to the effect — 

FinL Thai the «}«tem of buikiiig in Scotland hu b tendency 



112 EVTDE 

to keep the ■mullost possible amounl of notea in circidatiaD mt ^I 
times. That ayatnm is the allowing interest upon all monies de- 
posited viih tlia banks. 

Secend. Tbat tbK floctuntions in the circulation of Scotland 
are not iiiSueiiDed by the foreign exi^bangcs. Thoy are pro- 
duced by tho nataie of ibe IranaactiunB of the country. There 
are certain caueua in operatioc ■which detcfmino the fluctuatiooB 
in the amount of issues entirely independent of the foreign ei- 
chiEges, and lo which the Scotch banks are bound to yield. 

Third. The iuorease of the uumber of bankiiig establishments 
dues not lend to increase the quautity of notes in cliculation. 
The tendency is lalbei to diminish the ciiculation. 

Fourth. Any ohauj^t in the present system of bunking in Scot- 
laud would be followed by injurious CDiisei^uencea. 

Fifth. The establishment of one bank of issue would be de- 
alructiie to Scotland. It would completely overturn the present 
system of banking. 



EVIDENCE OP MK. JAMES >i 



He was not previously practically acquainted with banking. He 
has examined the returns of the Scutch circulation which wctg 
laid before the committee of last session, and finds that there are 
several banks not now in existence of which there are no returns 
in the (able. He funiiahes a weekly return of his circulation, and 
is not aware of any objection to such return being required by law 
from alt banlu in Scotland, nor lo the aggregate monthly circula- 
tion being made up and published, together with that of other 
banks. This ho considers to be the general feeling of the bank- 
ers in Scotland. 

Tho exchangea of notes take place io Glasgow twioe a week — 
on Tuesday and Friday. 

The Glasgow Union Bank has ten principal branches, and 
twelve Bub-agi-nta, altogether tweniy-two fslablishmenls, beaidcB 
that of Sir William FoRntis and Company of Edinburgh, 
which formed a junction with it about three yaara ago. The 
prindpal branches arc at Paisley and Greenock. The branches 
extend both info the commerciaJ and agricultural disLricts of the 
coiinlry. There is no difference as regards ihe ayslem of cash 
credit, deposit receipt, and deposit account, as it is conducted la 



Glaigow (ind the commercial pdrts of Scotland, ftom tho manner 
in which it ia conducted in the agricultural paiiii. There is no 
commiaaion ch&rgett in Scotland by any bank upon a current ac- 
couut. The proportion of notes of the Glasgow Union Bank 
under 5i. to those above that sum ia about two to one. The 
proportion of the circulation to the deposits ia aa one to ttn. 

Mr. Andehsom considers that the system o[ banking in Scot- 
land is such as lu maintain only the minimum amount of noIcH 
that is required by the cualomets of tbe bank, and giiesthe fol- 
lowing explanation of his views : — 

Will JOB Bxpliin four iwwi or the mode in which that elTerl is pto- 
diiud 1 — It i« ptoilueBd prinelpillj, I belifie, from hanlts giving loie- 
rwtfor monlei, sillier upun ilepuilt icrouau or upon accounts currrnl 



ballltf rur tbii purpaie. 

Do ym eoaeeiiv that the amount of the circulation 1i reduced by (be 
eaUhliibment or ■ greater Dumber of bank) or brancbu througliout 

That op»r«n™ through meani of the eichangea of nolea between one 
bank anil anath« which take place so coualuUr !— Yea. 

He does not resulate his circulation by the forei^ excbimgefi. 
The circulation does not require any regulation. " Our advances 
and loons we regulate, but not the circalation of our notes." 
The circulation is considered to be sutiicieally regulated by aim- 
ply answering the demands of customers. Attentiou is paid to 
the foreign excbauges, and the amount of bullion in the Bank of 
England. When an adverse state o( the foreign exchanges or a 
drain of bullion appears, these circumslancea are taken asa worn- 
iu; that ao extra demand fur money will arise for which it is ne- 
cessary to prepare. This prtrparatiou is made by, as far as pus- 
aiblo, rcalroiuing loans, and by raising the rate of'^ interest. The 
Glasgow Union Bank rsiaed the rate of discount iu February, 
1S39, from four to five and Are and a half per cent., while the 
Bank of Englaud coulinued to lend money at three and a half 
till May following. The advance of the rale of interest has ge- 
nerally been in imitation of the example of the old diarlered 
banks of Edinburgh, which have boen complained of as being loo 
■low in raisiug their rate. Upon the two lost occasions of pres- 
sure the Glasgow banks would have been inclined to raise their 
rates auuner, but were prevented from a wish not to anticipate 
the Edinburgh banks. The Glasgow banks are mure imme- 
diately guided by the condnct of the chartered hanks in Edin- 
burgh iJian by that of the Bonk of England in London. The 
consequence DrTetiraluing loans and odruices i* not to praduce 



an immediate eETect upon Ibe amount of circulation. Tha ciMii> 
lalinn is eienluall; aflucted by the languor tiiat follows a prea- 
sutB. When wages ate low and peopla are out of employmait 
therD is less money circulating among them, and the circulalioa 
is diminislied, but llie immediate cfft'ct of a pressure is not to di- 
minish the ciTcutBtiuD. The diminution aiiaeafroma Icasdentand 
on the part otihe public, and not as the result of any greater cau- 
tion on the part of the banks. The operation of au increased de- 
mand or pressure is thus explained : — 
But the cffFCta you hue degcrilieil imply ■□ increunl demand 
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hefD placed ia London, and Is now applied to the purpose for which It 

In periods of preastire, when there ia an eilraordinary demand 
fur miles, that demand is not for the purpose of paying wages, 
nnd for ordinary purpoaea of daily expendilura which go mto Iha 
prncrnl eireulalion, but for large sums which are immediately 
paid into another bank and returned in the exchange. It is on 
advance of ropilal, not of circulation. Sueh adxanre would 
have no more effect in giving persons power of purchasing goods 
in London, ihan if tticy obtained a draft upon a London banker. 
The notcn thus paid out do not remain oiil ; ihey must he paid 
back either to iho isjuing bank, oi to some otliw bank in iha 



II 

shape of depusib till ihey are to be used ; and they do not in- 
oniose the permanent eiccuUlion ol iIib counlty unless for a day 
or two, scarcely for eyen a day. 

A very large proportion of the people of Scotland employ bank- 
CTB, Que genlleman wbo ia at the hi'ad of a liauk with a large 
number of country branches informed Mr. Anderson that the 
number of creditors of his bank is 20.000. Another gentlemim 
vho is at the head of a bank without branrbes says he has 7.0UO 
people holding his obligatione. The number of creditors of the 
Glasgow Union Bank ia 1&,770. These parties have depoBJt ac- 

There are three millions if notea hi circulation in Scotland, 
vbich is a tery small amouat. People must have a certain 
amount in Iheirpockelsand in their boxes at home ; shopkee^era 
must have a ceilain amount in their tills, from the daily receipts 
of their business ; and manufacturers must keep notes to pay the 
wages of their workmen. Bui all these together form only a 
small proportion compared 'o the circulalioii of England. " Oiu 
three millions in Suotland," Mr. Andebbon remarks, " ammint 
to about II. a headof the whole population; in England, although 
you have a ^Id circulalion for every thing below bl,, your paper 
circulation amountato 21. a bead. I am taking about filtcen mil- 
liaiiB for the populalian. and thirty milhona far the currency." 

The cost of the circolalion Mr. AiiOEasoN estimates at front 
one to one and a half percent. 

In reference lo cash credit a£Counta, those are considered the 
most valuable that turn over the greatest amount of money in the 
year. The circulation most coveted by the Glasgow Union Bank 
u circalfltioii for payment of wastes; of small notes more than of 
large ; " where persons have large factoriea, and a large number 
of iradesmeD lo pay, those are the cash accounts that we like 
best." It is not considered that the eBtimale formed by hankers 
of an accountasgoodorbadaccordingtotlie quantity of operation 
upon it, and the amount luroed overin the year, has a tendency 
to encourage speculative habits among the traders in Scotland. 
Before a cash credit can be granted the party requiring il must 
give the security of two satisfactory names btssidea his own, and 
aa a general rule he must he of goad character, aud iu good lepu- 

The Glasgow Union Bank acknowledges Iho principle of hold' 
ing reavrves in govemmelil aecuriea independent of its general 
busmrsB. Available aecurities of different kinds ate held, and 
arc thus deacribed ; — 

g'M, Kink otEaglaod Dot». vr Exrhrqucr Billt; thrn 
ill Lenduu and Maueheiter and Llveipcwl, where ^ 




ta dnw ai^iiiut ; money in lil) I. brokers' hands, iKurcd Lj Ullt, aroHicr* 

timei «e should hold bills ol eichaoge not belonging to our own bojd' 

The Joint-Stock Banks in Scotland do not in general act upon 
tlie priDciplD of holding resenca to ihe same extent as the char' 
Iprsd bauks hare thought necnsaary. Mi, Akdebsoii doei not 
think that it is quite esseutial they should lild govEmiueiit seca- 
ritiiie; and is of opinion that bills of exchange are a ptopci de- 
scription of reserre to be held independently of the others that 
have been menlioued. From his ovn ex[ieiience he cannol slate 
whether bills of exchange may be safely lelied upon. We have 
Mi. Curnbi's authority foi sayuig that they may. He would 
be aoiiy to see a case when it caoiu to be a question vhether 
those bills oi Exchequer Bills were most available. It would be 
a case of BXlTcmo urgency when one or the othei would come 
inlo doubt. 

The rale of interest allowed at Glnsgow (o depoailoia is three 
and a half pel cent. This has been the rate since 1839. The 
tldinburgb banks gave only three per cent, until the begiuiing o£ 
1841. 

Mr. An DEB SON conelderB that competition among tho banks 
does haiDi, because it reduces their profits ; but it does good to 
the community for that very reason. The tendency of compeli' 
tion is to raise the interest upon deposits, but to lower the rate of 
intoioat upon loans — in fact, trt diminish the prolils of banks 
which cousista of the diCferanee between one rate and the other. 
Being of upinton that competition loweis the rate of interest 
charged hy hauka upon adruiGHs, hu thinks that it also tends to 
uncouroge speculation. 

The amount of bauking capital has been about doublei! since 
Ihe year 1.82b ur ie'2(), and with this increase of capital the UUM- 
actioiiH ol irude are nut supposed to have kept pace. 

If government were disposed Ui give charters to all the new 
Joint-Slock Banks, Mr. Ahderson would be inclined to recom- 
mend tliBl the responsibility of the shaieholders should be unli- 
mited, because he thinks it is our inlcresl to aecure piudtnce, and 
there is no want of disposition to invest capilal in hanking with 
unlimited reapousibihty. He thinks that the public cauBdeucu 
in the Scotch kinks is at present unlimited, mid that uo leftislalive 
interference could increase it. There is a great disinrlinatiuii 
among all classes in Scotland, without diaiuiction ul patty or ou^ 
cupation, to any legislaliie interference whatever. 

It is his opinion that no bank should be established without it 
iuge paid-up ccpilal, and that the whole should be m.tde araiU 



able for Ihe piirpoaes of banking, either to lend to the cuslotncra 
of Ihe bnnk, orlo beheld aa aieaerVBlorcitraoriinary ilcniBUiU. 

Mt. AnhebsdN is of opinian :— 

FiraL. That the system of bankiTijf in Scetland lends to econo- 
miae the drcuhition. In other words, to maintaiti in ciicnlalion 
only Chemiaimum amount o[ qdIgb required hy the customeca of 
the backs. 

Second. That the ciiculaliou is not, and cansot, be regulated 
by the fureign exuhani^. It ia connideriid to he aulGcienlly re- 
gulatod by the dcmatida of trade. 

Third. That any logialiLtiTa interference could not improTO the 
{ireaeut syatem nf banking in Scotland. All parties in Scotland 
are opposed to any interference with the present system. 

Fourth. That ail banlca should have largo paid-up and avail- 
able capilaU. 



EVIDENCE OF MB. THOMAS WILSON. 

Mr. WiLBon is a director, and has been goTemor of the Bank 
of Ireland. He was eiarailied before the comraitteo on Joint- 
Slock Banks three years ago. The charter of the Bank of Ire- 
land is liable to be diasoWed at any time on Cwelle months' 
notice from government, Bui before the charter con be abolished, 
the governmenl must pay the Bank of Ireland that portion of ca- 
pital, amounting to 2,6d0,000f. British and upwards, which has 
been borroved from it. 'I'he rate of interest at present received 
from governmenl upon that sum is three-and-a-half per cent. 
They formerly paid five per cent, upon one portion of this loon, 
and four per cent, upon another The capital of the Bank of 
Ireland altogether amounts to Pt,0OU,OO0f. Iriah, the whole of 
which was placed in the hands of thu govommenl, with the ex- 
ception of 150,000/. Irish- 

The public depotiils which appear in the returns of the liabili- 
ties and assets of the Bonk of Ireland, consists of various items; 
such as lodgmcnls on government accounts, balances from Ihe 
Court of Chancery and Exchequer, balances belouging to public 
inslilulions, or to parties haviug parliamentary grants. There 
are upwards of one hundred suck accounts included in the item 
of public dcpoails. 

The aci'iirities which appear in the returns as public aecurities, 
oonaist of tnuney invested in govetament slock — Conaols, Three- 
and- a- Half per Cents, and Eichequor Bills. The iwui^iBf 44* 




Bcribed as " all other prirala Becuritiea," c 
icema, such as Bank nf England notes, English BIII9 of Exchange, 
other bankers' notes previous to being exchanged, and cash with 
LoodoQ bankers. 

The coal oftho circulation of the Bank of Iieland is estimated 
at about thirty shillings percent., including the charge for interest 
to pay for the specie payment of that ciruulatiou. Tile propor- 
tion nf specie to the circulation is about ouo-flflh. 

About three yeaiE siuce the Tipperary Jnict-Stoch Bank made 
an arrangement with the Bank of Ireland to issue the uoleB of 
the latter upon condition ot their discounting the bills of the 
Tipperary Bank at one per cent, below the rale of diacoant 
chari^ed to the public. There is no limit to the amount of bills 
to be discounted. The Bank of Ireland hare so iai reas'in to bo 
pleased with the arrangement irith the Tipperary Bank, that 
tJiey would he vury wilUng to adopt a similar arrangement, 
either with an existing baiik on their withdrawing their own 
issues, or with a now establishment to be furmed, if there be any 
part of Ireland yet remaining without sufficient banking accom- 
modation. Mr. Wilson is, however, uC opinion that Ireland is 
"over-bauked" already. The symptom of overbanking in Ire- 
land is a tendency of the ciroulalion to become in excess. The 
indicationB of this tendency ate thus stated : — 

We rrequoDllf ubKnea considenble demand for Englith monef, or 
tar biUi of eichmge upon Bnglaod ; md ve also And it (imn that oar 
public funds bear b higher pt'me in th? maTket tn DnbEio than thejj do 
ia LoDdoD : those I conaider to be iDdicalloni. 

The Bank of Ireland does not allow interest upon deposits. 
Except, perhaps, some private banks, all the other banks in Ire- 
land allow interest. Exchanges of notes are made with the 
other bauks at the principal ofUces every second day in the week, 
twice a week at the Btaaller branches, and in Dublin daily. 
Tlie balance of exchange ia paid by a cash order upon Dublin ; 
when that order arrives in Dublin, it is paid by a check upon 
the Bank of Ireland. If the balance be in favour of the Bank 
of Ireland it is paid in the notes of that hank ; if in favour oflhs 
other banks, tbey take the notes of the Bank of Ireland in pay- 
ment. Thus the ultimate settlement of the exchanges is effected 
in the notes of the Bank of Ireland. 

No bank having more than six partners is allowed to isaus 
notes in Dublin, or within llRy Irish miles of Dublin, except the 
Bank of Ireland. The private bank of Ball and Company issues 
notes to some extent. The notes of the Bank of Ireland arc not 
a legal tender in Ireland, neither are those of any other bank. 

Mr. WiLBDH hnds tliat the circulation in Ireland varies pe- 
jiodicallj' to a considerable extent, according to the time of Ibo 



yenT. Tha ciiciimit«neea to whicli lie nttributes the pEiiodical 
■lirialiona are, " very considcrnblc e:iport9 takiDg place at one 
periDd uf the yatu, and very conaiderablo imports lakinn place at 
anotber." The cJrculaliDn is greatest in Ireland in the spring 
of the year, aboul March and April, and lowest in the aatumn of 
■ho year. It ia higbast in tlie spring in eonsfquence at the large 
isBue uf notes upoa the diacotint of Eiiglisb biUa daring tlis 
winter, when tlio gieateet shipmGnla of agricultural produce lake 
place. The winter six monlba ia the period in which the great 
export of Irish guods takes place lo Cugland, against which bills 
are drawn upon England and discounted in Ireland. During 
the aummer months the eipona have ceased, and a reverse ope- 
ration takca place; there is then an import of English manurac- 
tnred goods into Ireland. The difference in iho circulalion of 
the Bank, of lrelu.nd, comparing one period of the year with 
anotber, aomettmca amonnis to between 600,OOUI. and 700,011);. 

Nu effect ia produced upon Ibo circulalion of Ireland by Iha 
state of the foreign exchanges. It is affected only through tha 
mediam of llie operations of the Londotl money market. But 
the diiectura of the Bank of Ireland are in the habil of loekioK 
nttenlively to the fluctuationa of the London monay market in 
regard to the management of Ihetr buainess. They consider (hat 
they are obliged to do so for the following reasons :— 

If we did nut IdoK to (lie openilDa of the (arelgn nchangcs and ths 
moae; raukcl In Englaod, wf ihuuld be acting wllh verj grcit indts. 
ewlion, because the regulatioo of thr eicbangei with England, and the 

Umei tniinlaln the eiroulilion of Irelind u nmrir as poisibJe of Ihe 

A tightness in ihe London money market leads (o an increased 
demand upon the Bank of Ireland for linglish bills, and " after 
a short lime, a tigtitncss In the Dublin money market alao." 

The circulation if the Bank of Ireland consists of notes of IL. 
II. lOs., 3(., 5i.. 201., bOl.. \mi.. and 500J. It would not bo an 
advantage to Ireland generally that the notes under 51. should be 
extinguiaheiL It might be so to individuals possessed of large 
property, and to banking catabliahmonta hnvuig large paid-up 
capitals. 

Mr. Wilson con^ideralhat it would be a hardship to compel 
the other banking eslabliabments in Ireland to enter inio an ar- 
rangement similar to thai which exiala between Iho Bank of Ire- 
land and the Tipperary Bank; at Ihe same time he thinks Ihal 
it would be exceedingly advnntBEeona to Ireland if arrangements 
of Ihat nature could take place by mutual agraomenl. The cir- 
culMtioa oi Iteland would then be confined to oni 




under tboge circumstances ho Ihrnks thej would get ltd of all 
paiiic3B, Bud be Il'Sb liable to dislurbiace in the money markel. 
'J'tiB exchangea would be reflated without diMcuIty. He con- 
aidsrs Ibat " the other bajika in IrelSiud ore not prepared to meet 
a pimic or a digtaibaace equally nell with the BoJik of Ireluid." 
One Bieana of bringing "the other bauka" of Ireland under 
better regulation "would be the publication on the part nf each 
indiTiduul bank of its linbilities and assets in the same way ta ■ 

?ablication now takes place on the pail of the Bank of EogUnd." 
'he Bank of Ireland would have no objections to a publication 
monthly of its liabiUties and assets in the same shape as liie pub- 
lication which now takes place with regard to the bank of Eng- 
land; but if this were made compuUory, similar returns should 
be lequired fiom Joint-Stock laauing Banks. 

Hr. Wilson a of opinion that Dublin, and the circuit of HHy 
miles, is notio saturated with the notes of one Joint-Slock Com- 
pany an il would be if there were other Joint-Stock Banks per- 
mitted to issue within that limit The Bank of Iceland does not 
at present keep out a greater amount of circulation than would 
be kept out if those banks were allowed to issue. In bis opinion 
if there wore frequent exchanges there would be frequent issues 
*ldo; audit Joint-Stock Banks of issue were allowed to be es- 
tablished within tbe limit of QFty milea from Dublm, there would 
be a much greater competition on Ibe part of those banks to fill 
the circulation to overflowing than there is at present. TbU 
competition would not, in his opinion, reduce the amount of the 
circulation. 

From the evidence of Mr. Wilson we learn — 

lat. That with the ciceptiou of 150,000i. Irish, the entire ca- 
pital of the Bank of Ireland is lent to gnveTiimcnl, and that its 
system of business is sotnewhat similar to that of the Bank of 
England. 

2d. That the circulation of Ireland varies cousidembly at dif- 
ferent periods of the year ; and that this variation arises from the 
demands of trade. In the case of the Bank of Ireland aloue llie 
variation is from G0O,0O0i. to 700.000/. 

3d. The circulation of Ireland is notaCTected by the foreign a i- 
changes. 4^| 

OF MB. HOBEHT 

. . . __ ^. in Dublin, and ins 

the Provincial Bank of Ireland. He has held the office of i]_ 
spector since theyesr 1827, and discharged the duties of agent 
BWCG the lat of January 1837. The direction of the baiik U 
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located in London. The branclies are scattered over the entttD 
of Ireland. There ace thirty-eii branchee. Questions ofimpor- 
tance arising at the branehea are referred to the ditecMrs in Ldh- 
don ; questione of aigency, or involvinfi matters of mere routine 
busineBS are decided by Mr. Mubhay himself. Each branch is 
managed by a Eeparitte mansgcr. In ordinary cases a general 
snperintendence is exercised by him over the conduct of these 
laanagero. There arc weolcly and other periodical returns of 
trousaclions Irnnsmitlcd from each branch to the head office in 
London, which is under the superintendence of the directors in 
London, and with ahom each manager regularly corresponds. 
Mr. MuRBAv's duties in Dublin are — " first to provide the meana 
□f paying, and (o pay the drads drawn by the raiious branches 
upon DubUn; to retire (be notes of the bank in Dublin; lo col- 
lect bills wbich become payable in Dublin ; lo superintend, as a 
matter ofcooisc, the general funds of the bank in Dublin, which 
it becomes necessary to keep there, ond lo receive monies in 
Dublin for customers at those various branches." 

The Provincial Bank keep on account with the Bank of Ireland. 
Thateslablishment isiu fact the banker of the Provincial Bank, 
in Tirtue of an arrangement enleicd into between them, the 
DBtnre of which is eiplained as follows : — 

Wm fOD state the nature of that arrangement T— The Hank aC Ireland 
— , .■^,._ ._ -in onj. „■■ . ^ .... --.".. .- 
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ID circDlatlon, □( the atni 
BiDkudofthebalaDO 

Will jDiitUle whit proporliun Ihe gold i) to the circulUian which 
yoa arEbouDd to kdrp undeK^rccnieDl iritti the Bunk of IlrlandT — 
One-Bfih. 

The ctrculatinn of the ProTini^ial B^nk of Ireland rarlea from 
lime to time according: to the period or the year. The general 
nature of that VBrintion is IhuB explained: — 

Tbu chief tnde arin-Und, bring a Inde of proTtilont. tboie ptotl- 
fJDDi, whether corri, citile or dour, come lo mirkel innnedlaieli afiet 

■nuUiiuiinlilj ofland. Tbe cbrnliitian, Ihereroce, immcdiilpl; Hhei 
tbiharreMexleDdaiueirnpldly, and euntlnuri lu eiLtend ucDrdlDg to 
einsDDUtuicei iriilng oat ullhe uuundown to the middle of Jauuvj, 
ud BODiBilmei till Februiry, wtieu it reachea lis nuiimum. From 



■fun after harvest. 

The Proiincial Bank allows 1 per ccdI. interest upon Iho 
balances of drawing acCDonta, and 2J per ccnu upuD deposits. 
The deposit and drawing accounts are precisely of the same de> 
acription lu those kept by the banks in Scotland. They also give 
cash credit accounla upon the Scotch system, but not to a Urp; 
extunl. Six per cent, interest is charged when the accounts are 
dehior to Ihe bank. 

The Provinri.il Bank of Ireland look most anjiously lo Ihe 
poeilioD of the Bank of England, and the fluctuations in the 
foreign eichatigea — "with a view," Mr. Mubkav slates, "of 
taking cue of oiuKlreB and our customers, and eudua?oariii^ 
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far OS in our power lies, to adjust one circulalioc to that whicb 
the Bank of England may consider leqiiiaile for the general pro- 
icclion of ihe tonnlry." The effect of a, tightness in the moncy- 
■narkat of London is nolinslanlly felt in Iieland. A good deal 
dapends upon the season of the year at which it exisle. Very 
iaSKe commeicial Iraneactions lake place between England and 
Irelaod. Proviaiona are largely exported from Ireland to Enjilaiid, 
and English manufoFtiue^ imported. When moaey ia easy in 
London, acomraclor nolnnfrequently remitata hiacorteapondEnt 
in Ireland, Baiilt of England post-bills in payment of produce. 
If interest is high aad money scarce, the cemfactor will request 
his Ituli correspondent to draw on him at sixty or ninety days. 
There ia a greater demand fur liisrounts when the iiitereGt of 
money is high in London in consequence of a Intl of the Ibreign 
exehangcB. These increased demands are met not by an increase 
of I he circulation, but by the realising of such an amount of secu- 
rities on ths part of thi' Provincial Bark as would supply the 
place of an increase of the circulation. It lata be observed, how- 
ever, thai in tho month of October, and about that time, the 
natural wants of tho country would lead to on increase of Ihn cir- 
culation, supposing a tightness in the money-market of London 
did take place. This would be called for by the natural circum- 
stances of (he country. 

The ranney market in Dnhlin is extremely limited, andis thus 
described by Mr, Mua«&Y: — 

Thfreli no ..leDr>lm;ktot»ccaiiql in Dublin; Ihe monej-m.itiel In 
DabllDlKallmlteJlhat no tnuiictiim which wnuld invulre 20.0001., 
eautd be amngcd upon nor ooe day. If 50,0001. elocli cam? upon ihe 
Dnttlia market, nhkh li lonii-iimn the due when sales at stock takr 
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Mr. Mdbriv Ihlnlts tlmt several joint-Block banking com- 
panies Bbould be allowed to issue iioles and transact Ihe baukiHE 
busiuess m Dublin in the same manner as they do in Beltjist, tuid 
other planes. This would be a. great advantage to the couudy. 
and a.lBo lemave the difficulties that aland in Ihe way of the bank- 
ing compnnieB in Ireland. If this was done and Ihesame ajBtsm 
of eicban)te between the bonks established in Dublin as is piae- 
tised in Edinburgh, it would bo the best, and a very effectual 
check againat the over-isauF of notes. At present the Bank of 
Itelaud kKcpa out about 3,000.000/, of notes. Under a ayatera of 
competing issue in Dublin they could not keep out anything like 
this amnuuL If banking in Ireland was open and free, subject to 
publication mouthlj or weekly, and the tesuea subject to daily or 
weekly richaiiges, there could be no poasihls risk of an excesa of 
circtdalion. 

The numerous branches of banks that have been established 
of late years in Ireland are conaideredtu have been highly bene- 
ficial 10 the ititeresls of that country. Ireland has made moie 
progress towards improvement wiihiu the last filleon years thae 
it ever made iu any 100 years preceding. The manner in which 
the establishment of the bau!^ have tended to that impruvemBnt 
ia thus explained : — 

The mOQry Ifait Is nov dlitiibnipd for Ihe Fraduce of the cmmlTj 
and which mu Into the hiDd) of the bihbII CBrniers. I eonmlit lo bit 

Prior tu l%ii. the niu'e of the litv of Ireland did nnl vtnill of Ibe 

Sriodiolly, Ihe whole of Ireland, with thr eioeptlon of the town of 
Ifml, WM vlilted b; the fmilore at Ihe binkt, which iwe]it the entire 

the capital el thepraductiyecluiof Ihr comroDnlty, the low pr aim of 
It. and left tbsm Id mlierj-. The slate of affalnli now entirely diSkreDt 
bj' reuan uflhe produce of thecouatrj' being paid forlnasoun') oar. 
rency. The coniliilDn of Ihe people ii vuily Improied within the test 
fifleen yeon ; mid with the permiBilon of the eomoiltiee 1 will ilalv a 
subitaoti^ liulance of that Improvement, in iei5,lhe crop of Itilaod, 
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with produce in Ocluber, NoTembcT and D«cFmbrr, md coatiniie 
equally sell lupptied in Jinuir; and FcbruiTf, In Mirrh uid April. 
Seld Uibout Dccuplei Ihr [unen. but in M >j. June imd Julf . thr mu- 

tbe corn brought to them in good order, — tberebj^ ahotfing that tht peo- 
ple ue son in ■ coodltion lo hold orer pmpert]' which Ibej- were [or- 
merlj. ttom DeceMlIj, compelled iiremitorely todispoaeof. Sluckjsnls 
or fiJiDjardi which formerly were nut to be leen. now laeet the eje 
iDon numerouily euh jeu, the lUcki euerully thilched, sad > con- 
■iderkble aumbcr of tbe bnaen bare bariK. by xbicb their corn while 
d frooi the weithet. Theje 
ia( Ihe p.'pulatiua of Irelud 
:h M Ihey htie auvi the pro- 
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hh4 greatly {mproved In 

jterty In their hands till ine moatot oi June anu juiy, wnico ai jt jormer 
period tb^y bad djapoaed of la Noirember aad DeceoibeT of the preced- 
iuiyeir. Their homei, ihnr implemeau ol huabandry. and their equip, 
luentfl are all better, their apparel at their placea of worship vo Sunday, 
parllculiirly that of the lenulet. greatly better. All theae betoken lia- 
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«UblHhiiig onlj onebsnk oliwue!— 11 wnuld produw an pntir* reTO- 
lulion Id Ibe monetary »ffiir« of Ireland. The comioLlleo will alTOidr 
hare gxlhered from tbe queitlona 1 faive preiiotinly ■nivered, thU Ih( 
produce Is brought la market in Tcir gmall qaaallliei snd by m rrrj 

man brings his sick otoKts md two or Ihr«e pigt to mirket; it would 
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two facia. 

lat. That the circulalLon of Ireland cauiiol be regulated bj tbe 
foreign exchanges. 

2Qd. That the ealablishmuut of one bank of ieaue would pTO- 
duee an entire revolution in tlie .Tionelary affnira of Ireland. *^^| 



CHAPTER XI. ^^M 

THE CIRCULATION OF NOTES BY THE COUNTRY BANKi 

Tbe evidence of which Ihe preceding chnpteia are an imperfect 
anmmaryp ia coutribnted by fonr diSerf nt classes of wiineaata; 
one representing the Joint- Stoch Bauks of England ; a second the 
private banks i a tliird tbe baaka of Scotland; and a fourth tlic 
biuika of Ireland. It may be presumed that the respectiTe wit- 
ncases hare fully developed Iha rlewa of tbeir cou«litueQlB, ^ai 
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that ncithing can bs added lo the evidence now before ihe public. 
Ttie tcatimouy giveu berote llie commilleii in 1S4I> wbh under- 
ilued 10 illoatralH the BeiitimenU and iheoriea of the philosoplieid 
regaiding the manner iu which baokini; and currency ought lu 
be administered in Great Brilain. The evidence nuw under 
consideration explaina the pinciical wurking of the gyatem of 
banking as established in Bnglaod, Scotland, and Ireland. It 
Tclatea to the manner in which the circulation la administered by 
the country banks ; to the effects that nonld be produced by the 
MlabliBhment of one bank of issue; to the regulation of the 
isaui^s by the foreign exchanges; to the operations of llio Bank 
of England ; and to the manner in which the present system of 
banking may be improved. 

&s to the moda iu which the circulation is at preseu 
tered by the country baiika, we have the evideiica of 
neases out of the eleven that were examined. 

It has been customary lo ohargo the country banks with 
lesBuese, and great want of pmdenco iu their issuei " 
has been asserted that they were actuated by uo 
ciple, and even by Uo principle Bt all in respect to .."-:" ™^u™. 
They are, more panicularly, charged with increasing their circu- 
lation at a lime when the Bank of England was conlracling the 
currency; and of making undue advances in their own notes, 
thereby slimulalmg apeeulalion, and bringing niin upon trade and 
individuals. This charge of making impradeut adunces has 
been lately urged with much emphaais by a high anthcTity, as 
one of the causes of the dislresa that has pi'rvacied the couutry- 

The BvidentH uiven before the committee eetablishea the fact 
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.1 the regulation of tho currency is beyond tLe liower of the 
eounlry bimka. They can no more regukle the currency Lhan 
tliuy can regulate the planets. The currency will mot admit of 
reguIatioD by any syslera of banking whatever. It is subject to 
certain laws, which, although not taws of nature, may be said to 
be laws of (rade. From the tables constructed by Mr. QiLQaHT, 
and the alalemunts contained in his evidence, and which are con- 
firmed more or less by the other witneHSes, it appear* thdt ao far 
from tho circulation of the United Kingdom being of a unifona 
and regular amount, it iindergoea very considerable variation at 
different periods of the year, and in different localiliea. Tha 
general law ii that the circulation makes one circuit in ihe year, 
being at its luwi st point in August, and at its highest point in 
April. The laws that regulate Iheisauesof the couutiy banka 
are derived from the slate of Irade in the respective districts '" 
which these banks are siluatcd, and these laws are uniror^ 
their uperftlion. The law orainnlatioii ui Irelind appears ._ 
different from thai ol England ) thi-'y, however, agree prel 
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□enily in tbis, thnt ibe lonest point at circulation ia the latter' 
c^d of Auf^ost, butlhc liigbeat point of circulalion ia Ireland is 
generally ihe end of Deteraber, or Ihe beginning of Januai?, 
and from December or the beginning of JauuHry it declines; ho 
that the country circulation of Eagliini] is advancing eight mnn Lbs 
and declining four, while llie circulation of Ireland ia udvancing 
funr months and d<^ctiiiing eight. The lowest iioint in tho circu- 
lation of Scotland is the end of March, and Uie highest in No- 
vember. It incroasi-B eight roontha in the year and diminishes 
four. These variations in the circitlalian, its increase and de- 
crease at different periods of Ibe year, are perfectly iiidepeadenl 
and irtespectlTe of any operation on the part of the country 

The circulation of the country banks is entirely distinct, nnd 
regulated by different principles from that of the Bank of Eng- 
land. That of the Bank of England is governed liy lawa pecu- 
liar la itself; sO also is the circulation of Scotland, and that of 

The issues of the country banber are dependent upon the 
demands of trade. He is quite passive as regards the circu- 
lation. He cannot issue inoro notes than are required by the 
wnuls of Ihe people. The natural demand of the people for 
rnmiey to supply their ordinary dealings ig the conlrolUng prin- 
t'lplc of the country circulation. This demand will be mure or 
less at different periods of tlie year, in conespondenco with ths 
state of trade and the reqmrementB of particular districts. A 
certain amount of currency must be kept up, and llie banker wIm) 
has the most and the richest customers will make more payments 
in his onrn notes, than the banker who has fewer and poorer cus- 
tomers, and, as a matter of course, the former I^ill have a larger 
share i>f the circulation in his district. Were any country 
buiker to attempt to press out bis notes beyond the wants of hti 
district, they would be immediately returned to him. Ha may 
control his own circolation by discontinuing to issue bis notes m 
they are relumed, but it would be quite absurd for him lo at- 
tempt to diminish the quantity of money in his district, and 
much more so to attempt to control Lts flucluallone. 

The circumslanoes which tend lo limit the circulation of tile 
oounlry banks lo the demands of trade are, Ihal Ihe notes are 
payable on demand, and are not a legal tender; that the >yi- 
tem of exchanges among the banks wilbdrawH immediataW from 
circulslion all superduons notes ; and that interest is Bllowed 
upon all deposits, which also has Ibe effect of bringing into the 
bunks notes not required in trade. 

An increase of the circulation of the country banks is occa- 
sioned by an increase of tnule; either a giesler briikiiM» of 
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circula.tion will be occHsioned by drcumslances of an opposile 
chaiaclcr. The circuUliun of Iceland ia very large in Decem- 
ber. This ia nn proof of an evcetsive issue of nolfs. It arises 
from the demands of trade ; from Ibe fact Ihnt at the end of the 

J ear notes are drawn nut by the produco of llie harvcBt being 
louRht la market. In the axricuitural districts of England the 
circnlaliun varies ev^ry sprti]g and every summer about half a 
million upon the ajcrage of enry year. This is also Effected by 
the amount of local traffic. The circulation decrenses half a 
million from the spring la the summer quarter, and expands 
again by degrees toirard 3 nutumn and Christmas. In the spring 
quBiler Ibo paymenta are much heavier than in the summer 
quarter. The rents are paid about Lady-day, the sumniei 
quarter lazes are paid at that time, and all the farmers are laying 
in their stocks at the same period. Mure nutes see drawn out to 
effect Ibisc various dealings. The circulation of Scotland fluc- 
tuates in a similar manner and from similar causes. There is a 
genvfal uniform increase from March lu November. The circu- 
lation increases eight mtnlhs in tho year, and diminishes four 
months in tho year. Over these various fluciuaiions ihn country 
bankers, who alone are capable of speaking ivitb confidence to 
the fact, aascrt that they can exercise no contiol, and men of in- 
telligrDce and sound judgment, vho have turned Iheir attention 
to the subject, mnst )ie saliaGed from the tables of the circulation 
that have been compiled and aubmitled lotbo parhamcntary eom- 
mitiec and tho pubiie. as sell as from the argumtnta that hi 
been urged by various writers upon the question, that it is a! 
gether impossible for the coimtry banks to regulate the curren 
They may regulate their own issues, that is, they may restrict 
altogether withdraw the amount of their ovn notes in circulati 
but by doing so they will not in any manner diminish the qni 
tity of money required by trade. When a banker discount 
bili, or makes an advance in his own notes, if these notes are 
required by Ibe trade of his dialrict, ihey are immediately 
turned la him, and must be paid in gold or Bank of England 
notes. He, therefore, makes an advance of capital, and not of 
notes, which would be supposed to be so mach added to the cir- 
GuUlion of his district. He cannot ini;rease the currency by 
paying out an irredeemable paper. His notes are equivalent tu 
(old, payable on demand, and be is obliged to be at all times 
prepared fur such demand. If a depositor draws out 1,0UU/., a 
caumry banker will nut willingly pay him in his own notes, be- 
cause he ttould probably have these notes to pay in gold or Bank 
of Engluid nolei tha very next day. He would picJei paying 



Itie depuait tt once in gold or Bank of England notel, at if Uw 
deposilor wished tlie nioiiGy puid la a third paity at a distance, 
the couDlr; banker would draw upon hid cociespondent in that 
quaTler, and gire Ihis draft to his customer, so that the amount 
would be obtained in any mannerthat injglit be required. The 
country banker cannot be said to traffic in the circulation. He 
ia a dealer in capital. If he issue notes, ha ia obhged to keep a 
tufficient reserve in gold and Bank of England papor to meet 
their payment when demanded. Whatever chirgug may be 
brought against the counlry banks, the charge of an imprudent 
issue of notes will not bear invcsligation ; it is, in fact, one that 
cannot be entertained far a moment. The reason simply is, that 
the country banks caanot make an impnidenL or exccsiire isGoe 
of nnti'B. They cannot make a permanent advance in their own 
noles. They can make an adianco out of their capital only, 
liiey may make imprudent advances of capital occaaionally ; so 
may non-issuing banbs, so also may merchants, manufaclurers, 
and traders of every class and degree. But tbcre ia a wide dif- 
ftiience between an advance in inconvertible paper, and an. ad' 
Tonce of capiUil. If the banks could recover from their cus- 
tomers as easily and rapidly the capital for which they are uudei 
advance to <hem, as the public can obtain from the banks the 
payment of their notes, there would be fewer suspensions of 
payment, and fewer cases of embarrassment among the banks. 
As respects the principle and the manner of inTe(ti»g or lending 
capital, every banker is entitled to eiercise his own discretion. 
TliB issue uf lu':al notes will not and cannot affect the amount of 
money required by the trade of tlie country. Any charges against 
the country banks, thcrcfure, which may he founded upon iha 
sapposed effects of ao undue and imprudent issue of notes, a« 
tending to iaduco speculation, followed by all its train of con- 
comitant evils, must be untenable because based upon no »ii&- 
cient or conclusive evidence. 

As it is beyond all question that the country banks cannot add 
to nur diminish the curreucy of Ihe country by the increase or 
diminution of the amount of their notes in circulation, ao it i« 
equally clear that they cantiol regulate the issues of their notw 
in conformity with Ihe action of the Bank of England, or of the 
foreign exchanges. 

The cireulalion of the Bank of England is governed by laws 
different from those which regulate the circulation of the country 
bonks. The quarterly payment of the dividends is one oircum- 
stance which afftcta the circulation of iha Bank of England, 
and does not affect Ihst of the country banks. The dividendi 
are payable in January, April, July, and October. The monthlf 



ann^ ciicuklion of these months ia fuund to be genersJiy 
higher (ban that of the two monlliB which CoUofi. 

Another Uw wliiuh goicrna the circulation of the Bauk of 
England, but bai no effect upon the iiaustry diculation, ia Ihc 
purchase and sale of bullion bj the Bank. When the Bank of 
England piTTcbases bullion, there ia an issne of notes in pay- 
ment ; iihen bullion ia sold there is of Course a decrease of nolcs 
in correspondence with the amount paid in for gold. The in- 
crease and decrease of the circulalinn from these causes, it Is 
«Tidenl, ought not to affect, and in practice does not affect, Uie 
inues of the country banks. 

A third law which afTccts the circulation of the Bank of Eng- 
land, butcannot affect the connlry banks, arises from the pur- 
chase and sale of Exchequer Bills and guTcmoiient stock. When 
the Bank of England purchases Eicli<;quer Bills oi slock they 
•le paid for in notes. Tbis of course increases the circulation. 
When the Bank sells Exchequer Bills or stock an equal amount 
of notes are withdrawn from circulation. These operations affect 
the circulatiun in the same manner aa tLe purchase ajid sole of 
bullion. 

In reference to the increase and decrease of the circulation of 
the Bank of England, it dues not appear that these variatiunB uia 
alwaya in correspondence with (he theory of many of the advu- 
catea of the Bank. The principle, that when the gold iiicreasei 
(he notes ought to increase, and when the gold decreases the 
circulation of the Bank of Hngland ought to b^ conlcacted, ia at 
variance with ihealate of the Bonk at particular periods. In 
the moiilh of December the circulation of the Bank of England 
appears always (o be at its lowest point, and in confcrmiiy with 
the theory of the philosophers the gold ought at the same time to 
show a corresponding decrease Such, however, is not the lacl, 
■s it happens that tho amount of gold uniformly increases in 
December. 

The different circumslanccs above noticed, aa affecting the cir- 
culalion of the Bank of England, could not be brought to bear 
upon th« circulation of Ibe connlry banks. 

The circulation of the country bauks cannot bo regulated by 
the foreign exchanges. This appears to be distinctly made out 
in (be evidence. Several nf the wilnessea assert that tbey do 
pay Btlention to the atate of the foreign exchanges, but we appre- 
head that, as a general rule, the connlry bankers are as iilllecon- 
cenied about the foreign ezchangca as they are about the foreign 
ambassadors. Those who slate that they pay atienlion (o 
(be exchangeh atate also that ihey do so, not far the 
purpose of increasing and diminishing ihe amount of iheir note* 
u drcultilon in coufonmiy with the fluciuaitoM of Uia bullion. 
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iMcauae lliis voald be iiTipracttciiIile, but lo fuaiJ a 
effecta of the nctian of the Bank of England. By <m 
resolution passed at a tctv iaife meeting of llie priviite country 
^iBnketB beld in London in June. 1840, it was declared that the 
project of making the amount of the circulalmg medium through- 
out the kingdom rise and fall in accordauce ■villi the stock of 
bullion of the Bunk of Eogtaiid but hitherto been found imprac- 
ticable. Mr. Stuceev, ol the SomerFelshire Banl!, pa;s parti- 
cular attention to the slate of the fureipi eichanBes. He does 
M with a fiew of anlicipalin^ or preparing himself for an j pecQ- 
]j»TflOUonon thepart of the Bauk of England. Not because 
tbe action of the foreign exchanges must natnralty affect bis cir- 
culation, but beiauee the old ludy in Thiead nee die-street, acting 
apon a philoBophJCKl ciotebcl, migbtiake mensures to restrict the 
luaal fHeilities for iiegotialing secaritiea. Therefore, wben lie 
Beea a threatening cloud in the hoiizuti, like an experienced and 
wary mariner, he takea in sail, makes everything secure, and 
with an undatinled heart listens to the fitful gathering of the 
tempest, and anon rirlea triumphant amidst the howlings of the 
desolating storm. This figure illuslrates the sentiment which 
appears lo actuato all the coimtry bankers vho say that Ibey 
attend to the Ibreicti exchanges. They know what has been, and 
what probably vill be, the conduct of the Bank of England when 
the exchanges are againat Ibia country. Tbey, therefore, take 
the precaution of anticipating evil; they restrict their nccammo- 
daliun, and realise or place their sccntities in a realisable posi- 
tion. They do not act in subservience to the Bank of England, 
nur in bonformity to the operation of the foreign exchanges, be- 
cause in fact the exchanges do not necessarily affect the internal 
commerce of the cuunlry, but knowing somelhhig of the pbUoso- 
phical creed of Ibe Bajik of England they naturally listen to the 
dictates of pradcnce when it whispers the propriety of [Iieir 
placing themselves in an attitude of defence. The issues of the 
counlry banks are entirely dependent upon the trade of their 
respective districts, but when the signal is given that the " regu- 
lator of the currency" is about to make moni?y scarce in London, 
and as much so as she possibly can in the country, they are more 
than usually cautious in their advances, and look more anxiously 
to the BlalB of their roseryes. They cannot, however, regulate 
their issues or their payments in obedience to the foreign ex- 
ohangea or the caprice of the Bank of England. They cannot 
diminiBh the quantity of money required in Iheir reBpective dii- 
Iricls. A banker cannot say lo his customer who wishes to draw 
out a deposit of 100/—" Money is scarce in London, the ex. 
changes are turned, you must be content with 90(. because the 
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currency miut be cun(racl«d." No, he must pay his debts in 
full, and upon demand, or shut up his bunk. 

The Scotch bankers are in the habit of atteudiag to tlis foieiga 
exchanges, but they do go not from a desiie of legulaling theii 
iisucB by them. becau;;e it would be impossible to du so, but with 
B view to dcfeud themtiGlTes from Ihe effects which usually follow 
Ihn operationsof the Bank of England ia rtference to the ex- 
changes. The isBUOB of the Scotch banks cim hare as little in- 
fluence upon the oirculalioti of England as the circulation of 
England can have upon that of France. But when the Scotch, 
bai^ haie reason to expect that the Bank of Etiglind will, in 
compliauce with its usual ptflCtice, advance the value of money 
upon the turniuR of the exchanges, and restrict the circulation, 
tiey take the precaution which all wise men would, of dimuiish- 
ing as much as possible Ibeir advances to their customers, placing 
their securities in a realisable position, and raising the rale of 
interest upon deposits, so as to prevent the withdrawal of money 
Crom the country. Tltese measures are adopted in self-defence, 
tnd do not imply any recognition of the theory of Ihe exchanges, 
nor any approbation of thesyst'-m of (be Bank of England. A 
foreign enemy may invade our shores, and while we neither re- 
cognise the principle upon which he acta, nor approve of the sys- 
tem by which he endeavours (o accomplish his objects, it becomes 
our bounden duly to place ourselves in a position of BKCurity and 
defence. Such is the conduct of the banks in Seotland ; such 
also is the conduct of the country banks in England. 

Attention is paid lu the stale of the foreign exchanges, also by 
(he bankers in Ireland, but precisely from the same motive which 
actnates the hanks in Scotland and the country banka in Eng- 
land. Not with a view to regulate their circulation in corre- 
spondence with the fluctuations of the exchangCB, bnt, as already 
stated, and as explained by Mr. Mdbhii, "with a view of taking 
care of themselves and Iheir cnitomers." Mr. Wilson, a di- 
rector, and formerly governui of the Bank of Ireland, states that 
no effect ia produced upon the circulation nf Ireland by the stale 
of the foteigu exchanges. It is affected only by the operationa of 
the money market in London. 

Willi reference to competition among country banks in the 
ismic of their notes, it is establii'hed in the evidence that competi- 
tion has the effect of diminishing the quantity of notes in circu- 
Ution, The more banks there are Ihe greater is the tendency to 
redtictiun of the amount of notes. The idea that the country 
banks might increase the circulation by a simultaneous over issue 
ia utterly groundless. No sucb simultaiioous or concurrent ac- 
tion could possibly take place. In large towns, where there are 
13 banks and numerous transactions, the notes issued per- 
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(orm a more rapid circuit, and relurn omch mote speedily than 
they do in the agricuUnrHl dialriclB where the IriinBacliona are leu 
frequent, and the banks plumed at giealer diatanr cs. It is, accoid- 
ingiy stated in the eijdence that the amount of notes in ctrcula- 
tien in the manuracluTing dialiicls hears the prnpoition of about 
one-thiid only tothe amount circulaling in Uie agricultural dii' 
trlcta. Any pennanenl iiicieaae of circulatioo by the issue of 
notes on the part of the country banks is impossible. 

The dialiucLive charaetetiatics of the country ciccnlation are, 
that it flnctuatea in correapon den ce with the fluctuatioua of trade; 
that it is issued only in compliance with the detnanda or trade, 
and that ibe greater the competition among; the ieauing bank), 
and the greater the number of such banks, the grealeiis the '"~ 
dency to a diniinulion of the circulation. 
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CHAPTER XII. 

THE BANK OF ENOLAND AND THE FOREIGN EXCHANQES. 

The circulation of the Bank of England, as haa been pointeil 
nut in the pCFCeding chapter, nnd in the evidence before the coin- 
millee, la conducted upon principles altoi^tber difierent troin 
those vhich rcfulate the issues of the country banka. There i>, 
in consequence, no uniformity abservable in their fluctnations. 
The circulation of the Bank of England is influeticed by a variety 
of causesj that of the country banks by one alone. The de- 
mands of trade may produce, and there can be no question do 
produce, Suctuations in the amount of notes kept in circnlalion 
by the Bank of England; but the effects of the demanda of trade, 
and their legiUmale influence upon the eirculatiun of the Bank 
i;annot be estimated, bi^cause the circulation is controlled in 
obedience to principica which have no relation to ihc stats of 
commerce, and which derange nnd counteract the o|ieration of 
that beautiful aygtem, that ui.iform ebbing and flowing, so con- 
spicnouB in the country circiilatioo, aod which is so easily recog- 
nisable as the result of uniform laws. While, therefore, the c^- 
cnlalion of the Bank of England Is not regulated by any unifontt 
principle, but is every now and then disturbed by different 
causes, it is not a matter of surprise, neither can there be any 
just ground of complaint, that the country circulation eihibita no 
corresponding fluctuations. The one cannot be mcaaured by the 
other, and it is perfectly unreasonable to eipect that when the 
circulation of the Bank of England increiuies, the circulation of 
the country hanks should alao increase; and that when the for- 
mer is diminished, the latter should correspondingly deciettse. 



135 

The Tery TCTene of this synipathelic influeiice ia fuiind oflen to 
prevai]. When geld u Hawing into the counlry. the Bank of 
England issues uolcs in the purchase sf ihsl gold. This is an 
ulifitial increase of tlie currency' which the country bajifaB can- 
not imitate, because they do not traffic in the EXchangeB ; and it 
may happen that at the Tery time this operation is taking plaoa 
on the part of the Bank of Edgland, the eiigenciee of trade in 
the loi^aliliofl of the country banks demand the eiercisa of tlis 
greatest precaution, and tiaxe the effect of diministiing the 
amuuni of the coiuilry circulation. On the other band it may 
happen, and has happened, that when gold is flowing out of the 
country, and tbe Bank of England, m the observance uf its 
customary rule, ia drawing in the circulation, thereby artificially 
diminishing the amount beyond wbat would be oceumplished by 
the simple and legitimsle demands of trade, tbe issues of the 
country banks have been increased in obedience to those de- 
mands, and vithout reference lo tbe operations of tho Bank of 
Englatid. 

It ia quite an easy matter for the Bank of England lo [egulate 
itg issues by the loreign exchanges ; that is, lo increase the 
amount of the circulation when gold is flowing into the country, 
and to diminish the amount when the gold ia flowing out ; but, 
so far as these axe arbitrary aiU on the part of the Bank, and 
done witb a liew in control the exchanges, and, by consequence, 
to raise or depress the trade of the counlry they are wrong in 
principle, and most calamilous in their resulls. It has been 
asserted by Mr. Hohbouse that the country circulation is not at 
all goiemed by a drain for gold ; and that it la quite impossible 
to regulate it by foreign exchanges. All transactions as affecting 
the foreign excbangus, therefore, are produced and influenced 
by the operations of the Bank alone. Tho trade of the country, 
and, of necessity, the bankers of the country, are alike, more or 
less, injured by the influence ur control atlcmpti'd to be exer- 
cised over the foreign exchanges by the Bonk of England. 
When the Bank undertakes the office of regulating the ex- 
changes, an office of a much more important and vital nature ia 
also BHSumed. Every man who has given any attention to the 
subject is aware that the foreign exchanges arc the results of 
the trade of this Country with foreign countries. When this 
country has imported more food than it has exported the ex- 
changes are against us; when it has exported more than it has 
imported, the exchanges are iu our favour. If the Bank of 
England asaumea the office of regulating the exchanges, it, by 
consequence, asaumea the office of regulating the trade of the 
counlry alio. The mystery, however, with which philosophers 
and currency doctors speak and write upon this subject, iuves's 



it -with vaah b. degree of profound bombast and AbeurdUr, m not 
only to render U uninlelligible, but altogethei frightTnl to (he 
iindecetanding and coiitemplatioD of ordinaiy minds. When we 
hear tbat the exchanges axe turned, tbaC the foreign eiich&nges 
■re setting in strongly Etgaiaat this country, and that tlie Baok of 
England is applying ihe screw ; when every letter sent down lo 
the country, post after post, &nnoiiacea that maney is getting 
more scarce, that the money market is Tery tiglil — then the 
bankers begin to advance the rale of discount, charge hea»y 
oommieaionB, look at their customeis with gloomy faces, snd 
assuring ihem that while they really hare no donbt as to the 
legitimate character of their bills, and that tbej will be regularly 
pud at maturity — tbat positively such is the slate of affairs in 
London, and the difficulties of the money market, that they must 
b^ that their discaunta be redut^ed for a short time, and their 
oTeidrawn occounta placed upon the right side. The cuatomen 
act upon the solemn notice (that ia when Ihey can), and eom- 
municate the impending " tightness " to their subordinates, and, 
thereaflpr. general stagnation of trade and general dialreas, like 
two armed warriors, ma; be seen marching through Ibe length 
and breadth of the land. 

The attempts of llie Bank of England to regulate the ei- 
clumges, not only tend to disturb the legitimnle working of the 
circulation of that establishment, but also to derange the trade of 
the country, and lo produce I he most diastrona effects upon com- 
merce. The violent oscillations of the currency arising front tho 
purchnae and sale of bullion by the Bank, with a view lo control 
the exchanges, hare suggested a method, by which it is urged, in 
the evidence, ibe Bank might meet any demand for the precious 
metals for exportation, without diminishing the amount in it* 
coffers. By this method the general cireulalion would be lew 
hable to derangement, and would be reRulatcd more upon tbose 
sound principles which distingnish (he counliy circulation. It i« 
most (Icsirable that some method should be adopted to maintain 
if possible, Bometbing like nniloimity in the currency, so that itt 
variations might be in conformity wiUi the demands of trade, and 
not in obedience to principles at utter variance with the interests 
of commerce, and wilb the well-being of the trading comma- 

The plan to which allusion is here made, is, that tho Bank of 
England should hold foreign securities, and the mode in which the 
optmtiODB of the exchanges would be conducted, in meeting the 
demands tor gold fur exportation, and in replenishing again the 
coffers of the Bank, have already been fully explained. TSi. 
LcTD and Mr. Noruan both admit that the holding of foreign 
■ecarities would be an effectual meaiiB of leclifytng the ex- 



cliaii|;cB. and we are aware of no valid reaioii why an eiperiment 
so simple, and ao easily carried into effect, should not at least bo 
tried bf ibe Bank of EngUnd. The eichnngea between Irelaod 
and England are conducted upon lliia pTiuciple. The same prin- 
ciple obtains nmoug our continental banks, and is in daily operOi- 
tion throughout (ma coactry. When a merchant in Glasgow 
wiahea to remit a sum of money to London, it is not Lis practice 
to send gold or bank of England notes. He goes to hia banker 
and reneiies from him an order upon bia London banker, in 
whose hands he hoa adequate funds, to pay tho amount to the 
London creditor. The Koya! Bank of Scotland draws iti this 
manner tipon the Bank of England, in whose hands they keep 
ataitable funds. The Bank ct Ireland acts iu the same manner. 
Every hanker in the kingdom, for aimilar niirposes, keeps money 
in the hands of his London banker, and has at all times in hu 
own poBsesaioD, securities in the sbape of government stock, Ex- 
chequer Bills, or Bills of Exchange, which he can at any lime 
moke Bvailable for raising funds In London ur elsewhere, without 
disturbing the locolcurrency of his dislricl. Now the plan sug- 
gested to the Bonk of England la nothing more than what ii iu 
daily operation by all the other bonks throughout the kingdom. 
Bo far aa their separate interests are concerned. If the Bonk of 
England held Duich Bonds, when a demond for gold for expor- 
tation to Holland arose, an adequate amount of those bonds 
could be sold and drawn against. If the Bank hold French 
Kentes, and a demand arose for remittances tu Paris, the Book 
could in the samo manner realise these securitieB, and draw 
against tho amount. The same principle could bo brought into 
operation as respects all nations of importance with which this 
nation has transactions. In this way there would be no occasion 
for lending gold out of the country, thereby impoTeriahtng the na- 
tion, and crippling the rescurces of trade, but in favourable periods 
the Bank could invest in the requiiile foreign aecurilicB, and dis- 
pose of them when there was a demand for lemittances to foreign 
oounlries. If a party required to moke a remittance from this 
country to Amsterdam, it is natural to suppose he would prefer 
Uking an order from the Bank of England npon the Bank of 
Amsterdam, to being put to the expense, risk, and inconvenience 
of sending the amount iu gold. The same principle will hold 
good in respect to our relations with all ether countries with 
which we have commercial intercourse, and if carried into effect, 
would lend very milerially to obviate those estreme fluctua- 
tions of the currency, and those violent excitements and depres- 
sions in trade with which this country has been visited fur lite 
last ten yearo. 
It hai been au*lomar7 to charge the Botdt ef England with 



producing those periodical eicilements and depiefslons, ts it ft 
w«a managed wilh a view to such resullB. It has also been cus- 
tomary 10 Btliibutu lo Itie euro laws something of the like in- 
flnene*. and hence " Corn and ourrency " hiTe been animadTected 
upon Rs tlie chief evils under which the commercial and manuTac- 
turtng; interests nf Ibis grest country haTe been suffering. As re- 
gards the Bank of England, there can be no question that when 
amass of notes are thrown into etrculalian irhiehaTe not required 
by the wants of tmde, the currency becomes in excess, trade ia 
stimulated, and there is a tendency to foreign investments, and lo 
exporlalion of bullion, independently of the earn law3. On the 
other hand, it is equally certain that when the Bank director* 
perceive these results of the overabundance of money, with s 
view to save themselves from the dangers that may threaten, by 
a heavy demand for bullion, they contract the currency with se- 
verity and for a lengthened period. This act is followed by 
great depression of trade and much individual saSeriug, and 
the ijme when money is required in payment for com ia the very 
period when the Bank of England, from a wish to control the ex- 
changes, insists upon making money scarce, both for the payment 
of our just debts and for canytng on the trade of the country. 
Such Djieratiuns, it is ai^ed in the evidence, might be avoided, 
and the demand for temittances abroad might be met without 
interfering with or deranging the position of trade at home. The 
tetion of the Bank of England appears to proceed upon the prin- 
ciple that when the exchanges are unfavourable and portend a 
demand for gold, the Bank should then make every effort lo 
retain the gold it has, and, at the same time, to give out as few 
nules as possible By this process money is made scarce without 
reference to trade. On the other hand, when the exchanges ate 
favuurable, and gold is flowing into the countcji, the Bank a( 
England, instead of allowing t£e gold to find its own market, 
buys it np with its own nufes, and while the eichanges continue 
favourable reduces the rate of inlerest, and makes money much 
more abundant than is required by the wants of trade. This 
operation at length turns the scale again, and the same process lb, 
ill course of time, repeated. 

In reference lo the effects which the corn laws are supposed to 
have upon the cnrrency and the trade of tlie country, whHlever 
ideas may have hitherto prevailed, it would be altogether suiier- 
fluous now lo give any opinion, because the reoent mudilicalion of 
those laws and the relaxation of our commercial tariff will tend 
materially Id mitigate the evils that were supposed to exist, and lo 
introduce new principles and new resulls upon which no argu- 
ments can at present be foimdod. 

The recommendation that the Bank should hold rureign wcwi- 
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liosis one eulitlcd tu maBtseriniis considtralioa. and as ilia one to 
which there appears no taii|;ib]B nor lalid uhjeclion, it is to be 
hoped thm it will be nuted ujion, and found to reulise all Ihut has 
been anliuipaled. la addilion ta this, the Buiik of England 
Ehuuld always hold a large amount of buLJioii, bo that no amer- 
gcncy may endanger Iho convertibility of lis noles, (ir render it 
necessary eilber to borcow from foreign pa^vers, or to anticipate 
the protectirc juSneuce nf an order in coaiiail. So lung u the 
cannecliua 'ffith the Elate exists, there is Utile reason to expect 
that tbe Bank will be conducted npun sound banking principles. 
It mual be always under fetters and influences fiDoi whii'li the 
coiuilry banks are entirely free. There is, howi^Ter, muclt room 
fur impruretnenl. Tbe value of mauey should bo as liltle 
affected by the operations of thu Bank as possible; and as not 
only trade, but prices, are very niuuh dependent upon the value ol 
money aa fixed by the Bank, it is most desicabta llist il should bu 
maintained at a aomewhat uniform nmount. I'olitical causes and 
influeucea will occa<ional]y affect prices and Iho Value of money, 
but aa far as regards the adminiatralioa of the currency by tiie 
Bank of Kngland tiieie should bo no flucluatious of the rate of 
interest ; at all events, siich fluctualious should not be frequent, 
and should be made only for urgent and well consideied reasons. 



CHAl'TElt XEll. 

ONE BANK OF ISBUB. 

The favourite sclieQie of Ihephiloaophcra for rectifying all the 
imagined evils arising from the Quotuations of the currency, ia the 
eslabliahment of one bank of issue. Messrs. Smith, Coddbn, 
and Wood, as the representatives of the viewa of the Manches- 
ter Chamber of Commerce in their evidence glveu before the 
commiltce in 1640 appear to approve of a government bank with 
power to issue a fixed amount of paper at all times eicbange* 
able for gold. Mr. MunTe is in favour of a government board 
of issue without making it eiclnsive. Mr. Palmer and Mi. 
NonUA)! consider that tlie Bank of England should be the sole 
bank of issue. There is iiolhinjc in the evidence of these gCQlle- 
meti Ihat can be considered to afford a satisjaclory reason Cm tbe 
introduction of one bank of issue, or ibat can lead to the belief 
that inch an eaiablishmcut would be free from the objections 
urged against numerous banks, or that it would be better calcu- 
lated to promote the interest and prosperity of trade and cum- 



The country bankeiB me apposed to one bank of issue, wbetber 
it ahould he a govemnieiit bauk or liiat the Bank of England 
should he inveeted with that privilege. The; are not aclualed, 
aa might he imsginDd, soltly by interested motives, and a bigoted 
adhereDce to ancient nEage, but by weighty reasons which de- 

substanlial and practical than any that can be adduced in favaur 
of one bank of iaaue. 

In the first place, the EHggeslion of one hank of issue betrajs 
an entire ignorance of the practice and reaullB of country bank- 
ing. The circulation of the country banks io not regulated by 
any arbitrary principle, but by the demands and reqnirmnenis of 
trade. No mote money in the form of country notes can be 
issued than the wants of trade require. Now these demands 
are not uniform, but characterised by great vlciasiludea. A large 
circulation ia required atone period of the year, and a. small di- 
culation at another. The circulatioo, although presenting a ge- 
neral unitorai variation at particular porioda of the year, ia also 
found to vary in particular districts Those circumstsnces show 
thalBosppciflc rule could be laid down by which the cotintiy 
circulation could be regulated. If it could be made out that ths 
country banks had the power lo keep in circulation as many 
notes as th(;y llioug;ht proper, and thereby give currency to what 
might be justly called fictitious capital, then there might be some 
reason for suggesting that the govematent should take up the 
circulation. But the very reverse of this ia the fact. The cir- 
culation is regulated by principles which the country banks con. 
not control, and which caauol be conlroQed by any rules o: 
banking or currenuj whatever. People roust have an exohajigB. 
able medium, varying io amount with the variations of trade, ani' 
no medium can be more suitable than that furnished by the coun 
liy banks. The practice of the country brinks is- to pay out theii 
own notes only when they are required, becaase if they ore 
not required Ihey will be immediately returned. The resuit of 
that practice is that no more country notes remain in circulation 
than are actually required by the demandB of trade. If that 
practice and that result had been known and understood by the 
philosophers, it is perhaps not nnreasonable to suppose that the 
idea of one bank of issue would never have been suggested. 

Second. The introduction of one hank of issue would giro a, 
shock to public credit, and make an entire sacrilice of the present 
system of hanking. As a matter of internal policy any altera- 
tion of the mode of banking which would tend to shake indivi- 
dual credit, and create a want of confidence, would be highly 
injudicious, and especially haiardona at a period when the nation 
is just begiimiug lo emerge liom a state of commercial dexi 



sion and of individual Buffering which hiu not been eqanUad for 
a long giirieg of jBors, and certainly never surpnsseil. As a 
practical banking aperalion it would be highly prejudicial in the 
firat instance to UiE banks, and in the aecund instance to tboae 
who are ile^endant upon the banks for accommudalluu and 
cotnnierclal faciltliea The banks would hare llieir profits, anAiH 
their capacities of aSurding facilities to commerce aeriously cnr«ifl 
tailed, and iradasmflti and mercantile mon in getii'Tal wuuld be ilt'^ 
a great measure deprived of the adiautagi^s now afforded hj • 
banks of issue. In many diatrictK small banks would be dlscon- 
tinned and branch banks withdrawn. This would be the case in 
many parts of Scotland wliete the adranlBgoa of branch banks 
hare been most conspicnous. The credit of individuals would 
bo Bcrioualy affected by any change of this nature because they 
woald be unable to transact business, and to meet their obli- 
gatlans with the same prumplltudc and regularity aa they do 
under the present system. It would unsettle all arrangements 
and all eiisiing contracts. Mr. Ldyd admits that the expediency 

of intradnciug such a change as one bank of iai ~ ~~ 

rious consideration. Though the present systeir 

nion not quite perfect, it might not be easy to suggest an omemfc'J 

Third. One bank of issue would not afford an^ greater * 
curily against the sudden demand for gold than is at prese:.. 
afforded by numerous banks of issue. It is presumed that the 
one bank of issue would ba lefEUlated upon the "currency 
principles " which now characterise the issues of the Bank of 
England; and if so, instead of affording any greater securily 
against the sudden demand for gold, to which the Bank has been 
subjected, the pmumpllou ia, that lla privileges, powers, and in- 
fluences would be greater and more extended th <n those of the 
Bank now are, the evil results would be proportion ably greater 
and mure overpowering. The contraction of the circulation 
under one bank of issue when a demand arose for gold would 
produce a paralysing effect upon the trade of Iha whole country, 
inasmuch hk that circnlalion would not be administered in lefer^ 
ence merely to the favourable or unfavourable state of the fureian. 
axchanges. So far from beuig a security against a demand 10^ 
gold, the issues of such a bank would be i^nlated solely by 
scarcity or abundance of the precious metals, a 
from foreign demand would be of no advantage ' .. . 

Fourth. The circulation could not be advantageously ad- 
ministered by one bank of issue. The difference between tho 
highest and lowest amount of the circnlalion of the United 
Kingdom is very considerable. If there was only one bank the 
ciicvualion could aot h« returned lo the inuin^ bank as it is under 






Ihe preaenl syBlem, biK^auae the sotcB could only be K 
mcbanga fur gold, in vliich case llie cumnc; would not at 
diininislied. It would, Ibirerore, fullow that in some months uf 
the year there wuuid be a B^eat abondance of moiiey. Thii 
■would have ita usual effecl in eiciting speculalion, reducing the 
lale of interest, and causing foreign investmeots. By Ibesa 
TeBultB tho exchanges might be turned, and Ihe curreocy con- 
Iracled, at the verj period when the slate of trade required that 
it ehould be increased. It is not to be supposed that a body of 
directors located iu Laiidon could distribute the circulation so as 
to meet the wants of every district. It would probably be 
laalricted to a certain amount, and that amonnt made to vary in 
corieapondence wilh the ebb and lluw of the hullion. Tbl« 
would have no relation to the requirements uf trade, and, as a 
natural consequence, trade and commerce would be mucli more 
liable to derangemeDt and to vjciasiludes of excitemeut and de- 
pres.4on than under Ibo present system. 

Fifth. The operations of the Bank of England would derange 
the tvorklng of one bonk of issue. Upon the supposition that Ihe 
Bank would continue to be conducted as it hai bilberto been, the 
purclinsc and sale of bullion would interfere with the currency ai 
adnilnisiered by the iiue bank uf issue. The quarterly payments 
uf the dividends would also unduly increase the circulation at 
particular periods, and, so far, add lo the amount of cunem^. 
In the nient, howeier, of a goierument issue being adopted, that 
of the Bank of Eneiand must be suppressed und i( the priyilege 
of issuing notes is discontinued to that ealnblisbuient, one, if not 
the principal source of its proQls, would De at once destroyed, 
and its power, in a very great degree, curtailed. 

Sixth. One bank of issne might become b dangerous political 
engine. A bank under the control uf guvemment, and inonopo- 
liaiug the entire circnlatioa of the couniry, might be rendered in- 
atrumenlttl in promoting the objeete of government, independent 
of Ihe inlereats of trade ajid commerce. The power of pro- 
docing great coromertial and personal injury to the community 
now believed to be possessed by the Bank of England would ha 
transferred to the ftovernment baok, which might be rendered one 
of the most aclive inslmmcnls of despotism, by which the circu- 
lation would be either enlarged or contracted' as suited the con- 
Tenience or interest of the slate. Nc scheme could be devised 
more calculated to render a government absolute than that it 
should be the manufacturer and distr.bulor of paper money. 

Such are a few of the objections to one bank of issue under 
the control of government. The idea of making the Bank of 
England the only hank of issue is also objected to by the counlij 
bankers for a Tociaty of leasoni ttated in the evidence. T}uj 



cotuidei that all the evils arining from the prlvilegea now 
poueBscd bj the Bank would be incieaaed to an inuaiculable 
extent wece it made the odI^ bauk of issue; and that the 
currency would not be admiaislered so as to meDt the require- 
ments uf irado. Mr. Burgiise, in hia evidence before the pBriia- 
mEnWry eommitlee in 133^, slalt-d that any anangiment under 
which the Bank of England should become the sole bank of 
iiiua ihruunhuul tlie kingdom, and, by its brauches, take up all 
the businesa that relates to issue, would hare pretly much 
the same effect, upon a great acale. as taking the silvei liom the 
general eirculaliou of the country, and teaving only tho gold. All 
the minor channels of circulation wnuld be impoverished by it, 
and great difhculty would be encountered in performing small 
iransactiuns in remote places. Tho same objection is urKed by 
the country bankers now. The "currency principlfa " uf the 
Bank of Bugland could never be adapted to tiie wants of parti- 
cular districiB. 

The country bankers entirely diaapprnve oC and reject, the 
proposition of Mr. Nohuan, that they should be paid ISs. pec 
cest. upon the amount of notei uf ihu Bunk of England which 
Ihey can kiH)p out Such a proposition betrays an ignorance of 
the fuelings and dispusitioiia of couuliy bankers. From Mr. 
&0DWEi.i.'s commtiuicat ion with them, he is certain it would 
never be acceded to. This proposition has been advanied by 
Mi. Noruan with a view tu promote the inieresls and influence 
of the Bank of England. It would, of course, be a highly ad- 
vantageoua «rrau([emBnt for that ealabllshjnent it it could obtain 
the entire circulation of the country upon snch tenna. . _ 



1 EXISTING EVILa IN 1 



It has been urged, on the part of the Joint Slock B.-inka, as a 
grievance, that ihey have not the privilege of issuing notiM 
within a circumferenoe of sixty-five milsa from London. They 
also complain that the Joint Stuck Bank« in Londou are ex- 
cluded from I be clearing-house. A third source of dissatisfaction 
ia the imperfecUoDa of the la>v of pannerBhip aa affecting Joint 
Stock Bunks. These an^ all sabjcots desening the must impor- 
lADt consideration. So fur are the Joint Stock Bauka from 
entertaining any favourable idea of the introduction of ouu bank 
of iaaue that thiy consider that the present system of commuting 
JMue ought to be unreiiricled. They tdTU<«ta the ■bobtum M 



the excluiiive privileges of the Bunk of Eagluid, and Oit pa* 
mUgioD to issue notes in Loadon. Tlieji argue that if there weie 
seveial baiJts of issue in llie molropotid, the frtqueot exchangei 
between the banks, Bud the allomncB of interest upon deposits, 
would prerenl those speculstions nhivh no* uise lioin the uute- 
stricttnl issues of one bank. 

Were there numeroua banks uf issue itt London, there would be a 
greater amouiit uf capital employed in baukiu)!; thau is at present 
the case. Nearly the entire capital of the Bank of England has been 
lent to govemment. It is, therefore, impoasiblo tlial the bank can 
be of that service to the trade of the country which is required, 
and which cia alune be properly Tendered by banks of adequate 
capital. If there were sereral large Joint Stock Banks of issue 
in London, whose issues were based upon large paiii-up capitals, 
much greater facUities would be aETurded to commerce. The 
kctuai wealth and resources of eslabliahmenis of this character 
would bring a great amount ef capital, now dormant, into actire 
employ men I. Where there ia only one bank of issue the commer- 
cial commuDily are obliged to submit to all iJia whims and oddU 
ties by which it is characterised. Somelimea the direclois will, 
and Bometiioes they will not do the same thing,— there is no calcO' 
laling either upon what they will or what lb ey will not do. Were 
there many banks of issue such b state of things uuuld not esiit. 
What it waa nut con*enioiil for one bank to du, it might ba pei- 
fectly comenienl fur some of the others ti do. The cunpetilioiL 
and the abundance of capital would reinoie those inouuToiiieDCsa 
from which catnoiercial men have suS'uri d under the absolute mo- 
narchy of the Bank of England. The advaiitagos that woolil 
arise from the calabliahment of several large banks of iiaua ia 
London may be more particularly slated as follows :— 

First, — Numerous banks of issue are the best and only aale- 
guaid against over^issue. The system of daily exchanges fae- 
twBBU the banks would effectually counteract any excess of islne, 
as all unemployed and unnecessary paper would be immediately 
istumed to the issuing bank, and could not remain in circulation 
ready lo be invested in every wild and fantastic acheme that 
might be suggested. 

Secundg—No bsnk would issue notes agiunst kidgmenia of 
bnllion, because the notes would come back in the exchange the 
(bllowing day, and must be paid in coin. It would follow that a 
favourable course of exchange that would bring in bullion, would 
not immediately draw out an equal amount of bonk nuLes, as u 
the cose at present. Tbe extension of the currency, therefore, 
by the fallacious and improper system now in use would bo duoo 
away with, and ihcie would be no circulation of noies which tho 
btnki would not be, al all times, prepared It) pay in Goin. 
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Third, — Were Iheto Bevernl buika of issue in LondoD there 
would be Uaa variaiion in the rate of interest. It has been 
Tepealedly and forcibly luged against the BsLk of Eoglnnd that 
it baa ibe power of making nnmey ehesp and dear at will, and 
that by the abQES of that power, great injary has been frequently 
dope to trade, and much misery inflicted upen the inbabiiants of 
Ibis country. Money, like any other commodily, flucluatea legs 
where the value is ucifonn. If Ibere were a iiumbEr of banks 
of issue in London, there would be less probability of any 
reduction in the rate of interest, — that is to say. no indiTidual 
bank would bave any inducement to lower its rate of discount 
below that of the olhecs, because the temporary profil anticipated 
might not be leillsed, and would, at any rate, be coiuiterbalanced 
in the loss that would result from the reduced rate of interest, 
■nd the greater rapidity with which iU notes would be relumed. 

Fourth. — Were there several banks of issue in Loadon, there 
is reason to believe that the stock of gold in their coffers would 
be larger in proportion than is the case under the present ddb 
bank uf issue. This fact may be illustrated in reference to banks 
having branches. It is well known to the directors and mana- 
gers of Joint Slock Banks, that the stock of gold at the head 
office and branches is larger in proportion tg the total amount of 
issues than would be the case were there only one bank. It 
would fnllow trom this consideiation that the baiika, being better 
supplied with gold, and holding a larger amount of cash tban 
woiild he the case were there only one bank, would not be 
laid imdci the nereasily of cunltacting the circulation of the 
CDttntry on every trifling emergency, as ia now done under tlis 
one bank of issue. 

Compelition in the supply of notes, like compelilioa in tbe 
supply of any other commodity, is the only patriotic and legiti- 
mate mode of ensnriiig a sound and subalanlial circulating me- 
dium. At present, wo have, on the one hand, an oveigrowu and 
cumbrous state itutitution attempting to supply a currency lu 
the country, based upon capital, which, for all practical purposes, 
it completely and eUectually shut up. On the other haud, we 
have numerous inslimiions of solid and available wealth, ready 
and willing to supply a circulation, and ready and willing to meet 
at all times any reas->uable demand tot the payment of their 
obligations. 

Mr Eastuops, in Uis evidence given before the committee iti 
lfi3'i, stated that a free-trade in batiking would, upon the whole, 
afford greater security fur a sound currency, than the continii- 
ance of the exclusive privileges at the Bank of England. The 
free system, if alleiidcd with publicity, would afford a safeguard 
•gainst ezcestire intics, and ooiiMquvnt revulsion, by one hank 
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checking anolhei. The return of ibeic pappr npon bsnks dealing 
under competition would, iu Ihia way, eBectually proiccl tbc 
public (i'oin a, redundant circulation. 

The disttdvaiilBgcs under which the Joint-Slock Banks in 
London labour, by being excluded from the clearing-house, aud 
the impropriely and injustice of their huing subjected to mch 
treatment by the private bankeis, is forcibly stated in the erj- 
dence of Mr. Gilbert. The clearing-house was eslablijbed bj 
the private bankers of Lnndon upwards of sixty years a(n>, for 
tlie purpose of facilitating iheir transactions with each olher, and, 
althougli it was a voluntary assucialiou at first, it has now be- 
came interwoven with several branches of Londuii trade. It ii 
now, in the opinion of Mr. GiLBiRi, for ail practical porpolec, 
a public inatitntinn, and like a macket or any other public in- 
slitulim, might become the subject of lefrialatire interference. 
Tbe exclusion of the Joint-Stock Banks from the clearing-house 
is not only a greai incotivenieuce and loss to tboae establistiments, 
but is also an inconvenience to the public in general, and such an 
abstraction to Ihe freedom of trade as oi^ht not, it is urged, to be 
lanctioned by the goremment. Whether or not the legisiatuie 
oughtto interfere, or would be warranted in interfering in a matter 
uf this kind, we do not at present profess onrBeliea competent to 
jndge, but this we dp say, that the exclusion of the Joiul-Stock 
Banks from the clearbg-house betrays a spirit of jealonsy and 
faction altogelber unworthy sucli a respectable body of gentle- 
men as the private bankers of London. Tills exclusive priri- 
le|o, whether Ihe legislature interfere or not, will, no doubt, 
speedily give way to the same uleady and rapid march of im- 
provemeut which hits lately made such havoc among the private 
banks boih in London and in the country. We do not see why 
the Joint'Stack Banks should not have a clearing-house of theu 
own, which, like the boat possessed by Ihe Macleans at the de- 
luge, would enable them to sail securely amidst the wrecks by 
which they were surrounded, and, perhaps, even to alford &ssis- 
tance and succour to some of their drowning neighbours, as they 
may rest assun^i Lheir ark will be Ihe only one that will take the 
ground wilh safety upon the mountain top at last. 

It has been recommended I hat there should be such alterations 
in the law of partnership, with regard lo banking companies, as 
should give the public greater confidence in their notes. They 
should have immediate redreaa against the banks when they stop 
payment, and the bankeis should have gccaler facilities in sueing 
their debtors. 

The only mode by which the public could acquire greater con- 
fidence in the nofji of bunking companies, would be from their 
h^Ting better opportunities of satisfying themselTes as to th« 



purtiea by whom such notea »re issued. Accoiding to the pre- 
lent practice of reluming the lists of shoreholdeis al' Joiut-Slock 
Buika to the Stamp OHice, Iha name uid place of residence only 
lire gives. Tbia mtlhod ia unqae&tionably both loose aud un- 
aatisfaiilory. There may be not only twenty neraons of the aama 
name in one town, but they may all be of difi'erent piofessions. 
A credituc, therefore, eueiug out a writ against an indiridnBl 
shareholder, after baTing obtained judgment against the public 
otBcei, is placed in a considerable dilemma. He is not only at 
a loss upon whom io serse liia writ, bnl he is liable to aelecl one 
who lealW is not, and never was, a shareholder of tlie company. 
On the other hand, innocent indiiiduals may be subjected to 
gioat hazard and anQoyauce by being ignoranlly represented and 
treated aa Bhariholders. In such circumstances the law exhibits 
a proper comtlderaliou for the liberty and security of the public, 
when it dcclaiea, that " parties are nut to have execution issued 
against them without sume notice or some power of dispuiing 
their reBponsibiiily." The fact of their reaponaibilily ia, in leaiily, 
not so much the paint as that of their being shareholders. Their 
identity with the namej in ihc list of shareholders Is the difficulty 
for wbioh the law justly exhibits so much consideration. How 
to obvtsle this difficulty is a qiieslioa of great importance. The 
returns to the Stamp Office might be much mote complete and 
satisfactory than ihey dow are. It is impnoible to be fully sa- 
tisfied as to Ibe identity of individuals whose names stand al 
preseiilupoD thelist in IbeStamp OSce. To he rendeied com- 
plete, tbaaa lists shocild contain the name m full, the profession, 
quality, and residence of the party, aod when residing in a town, 
the street and number of Ibc bouse should bo slated.' 

It has been urged that the public should have immediate re- 
dress against the bonks when Ihey stop payment. In this opinion 
we heartily coiicor. It being presumed thai the law will be so 
far improved as to leave the public in no manner of doubt as to 
the parlies who are the real shareholders of the bank, there 
ihould be no obstacle to theii obtaining immediate redress by (he 
forms of law which now affect individual debtors. The immense 
number of joint-stock aaaociationa in this country, and the ex- 
tensive interests, personal and territorial, involved in these □□- 
dertakings have nut only added to the national importance, but 
have given a different tunc and character to the stale of society. 



m private ttukrri 
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If tbeie » any depanoiEiit of vur policy th&t hag not kept pace 
■with the ndvanlagea acd improvemenla introduced by Ibese a»- 
Bociations, it ig thit of the laws aB'ecting their existence. In 
relation to Joint-Stoclc Banks alone, the law, as it boa recently 
been dispensed, haa exhibited pcinciples and results that IiitoItg 
(be most serioua evils. Aa respects joint-stock Bsaociationi, 
generally, the Uw is extremely defective, and the difficulty of one 
pailv lecoverini; from another in an extended proprietary ia suuh 
aa almost to deter any one who hns money to lose from embai^c- 
ing [n the attempt. The process of acirefadai, as it ia lenned, 
presents one of those iutetminible, vexatious, and " never-ending 
still bBginning" chains of proceeding enough to damp the courage 
and t)ie hope of any honest creditor, The progress of these 
associations has outsliipped tbo Blow saail-pace of legal refonn. 
Aggrieved partioa can liud remedy only by a mode upon which, 
■when they enter, they may reaolve to '■ leave hope behind." 

The Bank of England waa eslabliabed in 1694 Two yeMS 
subsequent, and down tu the year 18'26, tbe law prahibiled the 
formation of any company for tbe purposes of hanking with 
more than six parlners. An asaociation of aii pailneis could 
readQy be brought under the influence and power of the law. 
They might be arrested or execution oblaitied against Ibeir eSecta. 
If they suspended payment, tlie creditor could have recourse to ft 
fiat of baiiltruptcy, by which < heir whole property could be M- 
moved from their possession, and secured fur tbe benefit of the 
creditors generally. In 1826 the Joint-Stock Bank Act was 
passed, permitting tbe eatablisbment of banks witb any number 
of partners, but tbe law did not, at the same time, provide for the 
evila which are found to be connected with that measure, and, as 
regarda the righla and inlereals of cieditora, it is still lamentably 
d^ective. The act provides that a bank may sue and be sued in 
tbe name of its public ofbcer, and subsequent acta provide that a 
bank may sue any of its own proprietary for any debt due to the 
bank, in the same manner as ii he were a stranger, and that the 
action shall not be defective on the ground of such party beioR a 
partner. It waa inferred from these enactments that, after judg- 
ment bad been obtained against the nominal defendant of the 
company, a writ of execution might be immediately had ngaiuM 
any registered shareholder or shareholders, or a^inst their pri>- 
perty or eifecls, unlil tbe demand was satisfied. It was even 
supposed that eiccutlon might be obtained against the person 
and effects of any person who, though not at tbe time a regis- 
tered shareholder, waa a partner at tbe period of tbe original 
transaction with the company within three years previoua. A 
judgment delivered by Lord Denman, in llie Court of Queen's 
Bench, in Hilary Term, 13<^, \wt, Ua^e^si, set these nnininn* 



at rest, und brought iotu vei; alroiig light the ilefective stB.tc of 
the lav as loapects Joiut-Stgck Bulks, aiid the excEBaively 
veiiitiom and almoat hopeless poaition in whicli s creditor may 
be placed. The cosh was that of NutriLi. igainat the public 
oHleeia of the Imperial Bank of Engtaud. Having stated the 
□ature of the application, his lordship added : — " lit 'Bartlett u. 
Pentland ' it was decided that where aD act of Parliament autho- 
rises the mailing an officer of the copactnerahip a nominal de- 
fendant, and gives power te the plaintiff tu take out execution 
i^ainst IhD individual partners as being the real deFendants, it is 
necessary to obtain the authoiity of the court in some way 
before such execution can be had. The question is as to the 
mode of obtaining that aulhorin, and whether it should be by a 
suggestion of thn patties upon the roll, or by teire faeias, and 
that again dcpDUda upon this point, namely, whether now parties 
are Id be introduced upon the record. The uniform course ia, 
that if new puliee are introduced, it ia done by teire fadai, the 
proceeding by suggestiou being only applicable to collateral facts 
affecting die same parties ; as, for example, tho change of names, 
Itie allowance or denial of costs under Acta of ParUameut, and 
similar matters. Now. in the present case, assuming that the 
nominal defendant is by the openttion of the act. under which hu 
ia made a defendant, to be eonaidered as one of tho co-pailner- 
sbip, and, therefbrn, that the co-partnera are the real defendants, 
still it is left uncertain what individuala constitute that co-psrtner- 
ahip. andiheintroductionofany peraonby name as a co- partner, 
is. in fact, the introduction of a new peraon on the record. We 
think, therefore, the proper mode of proceeding, by analogy to all 
former cases, ia by anire /acias, aud, tlierefore. that the rule for 
entering a suggeation must be discharged. We thus adopt the 
authohly of ' Bartlett t. Pentlanil ' to the extent of saying that 
the parties ate not to have execution issued against them without 
aomo notice, or some power of disputing their responsibiUly, but 
not aa deciding that a suggestion is ^e proper mode of pro- 
ceeding. which, indeed, was not the point in dispute in that case. 
— Hule discharged." 

1 1 is unnecessary to make any comment upon this judgment. 
11 establishes at once that Ihe common law enables a crediloi, 
williout any difficulty, to obtain aalisfaetion of his elum against 
a private banker — that is, where there are sulBcieot effects — 
while in Ihecaseof a public company, or Joint-Slock Bank, the 
remedy is intricate, involved, and surrounded with difficulties. A 
fiat of bankruptcy can be oblained against the partners of a 
private bank, but m tho present stale of the law it ia next to im- 

Er>ssiblc that such a result could be effected against a Joint- 
lock Bank. There exists an obtioMa aEiiii»B.\i lut'" — 
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the law affecting Joint-Stock Banks, so that justice may be more 
speedily dispensed, and the position of these establishments ren- 
dered free from objections which their opponents are too ready to 
urge, and which the great influence and importance they now 
possess in the country demand should be removed. There is 
great room for improvement in the laws affecting Joint-Stock 
Associations in general, and Joint-Stock Banks in particular. 



THE END. 
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